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MONDAY, MARCH 22, 1954 


House or RepresENTATIVES, 
CoMMITTER ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in room 1310, 
House Office Building, Representative Clifford R. Hope (chairman) 
presiding. 

Present : Representative Hope (chairman), Andresen, Hill, Harvey, 
Lovre, Belcher, McIntire, Williams, King, Harrison, Cooley, Poage, 
Grant, McMillan, Abernethy, Polk, Wheeler, Thompson, and Jones. 

Also present: Representatives Jamie L. Whitten, of Mississippi; 
John Phillips, of California; Walt Horan, of Washington; and 
Eugene J. McCarthy, of Minnesota. 

The CHarrmMan. The committee will come to order. 

We have met this morning for the consideration of several bills 
which are identical in form and which have for their purpose, as 
stated in the title, the promotion of agriculture of the United States— 
by acquiring and diffusing useful information regarding agriculture in foreign 
countries and the marketing of American agricultural commodities, and the 
products thereof, outside of the United States; to authorize the creation of an 
Agricultural Foreign Service in the Department of Agriculture; and for other 
purposes. 

These bills have been introduced by the gentleman from California, 
Mr. Phillips; the gentleman from Washington, Mr. Horan; and the 
gentleman from California, Mr. Hunter; and the gentleman from 
Mississippi, Mr. Whitten; and the gentleman from Texas, Mr. Poage; 
and myself. 

(The bills are as follows:) 


[H. R. 7997, 83d Cong., 2d sess. ] 

A BILL To promote the agriculture of the United States by acquiring and diffusing useful 
information regarding agriculture in foreign countries and the marketing of American 
agricultural commodities, and the products thereof, outside of the United States; to 
authorize the creation of an Agricultural Foreign Service in the Department of Agricul- 
ture ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, for the purpose of encouraging 
and promoting the agriculture of the United States and assisting American 
farmers, processors, distributors, and exporters, to adjust their operations and 
practices to meet world conditions, the Secretary of Agiculture shall acquire 
information regarding the competition and demand for United States agricultural 
products, the marketing and distribution of said products in foreign countries 
and shall be responsible for the interpretation and dissemination of such infor- 
mation in the United States and shall make investigations abroad regarding the 
factors affecting and influencing the export of United States agricultural 
products, and shall conduct abroad any other activities including the demonstra- 
tion of standards of quality for American agricultural products for which the 


1 
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(e) No officer of the Agricultural Foreign Service of the United States shall 
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be considered as having the character of a public minister 
(f) When attached to a mission abroad, personne! of the Agricultural Foreign 


ms e of the United States shall conduct their activities in accordance with the 
protocol of the mission to which they are attached, and shall be subject to the 
general supervision of the head of the mission in such matters, but with respect 


to their technical duties, they shall be responsible to and subject only to the 
orders of the Secretary of Agriculture 





Sec. 3. (a) The Secretary of Agriculture shall establish such grades and 
classes of responsibility for personnel of the Agricultural Foreign Service of 
the United States stationed abroad, and shall assign, promote, demote, trans- 
fer, or reinstate such officers and employees to such grades or classes as he 
may deem appropriate. He shall fix the salary range for each grade or class 
of responsibility but in doing so he shall take into consideration the salary 
range of comparable positions in tl Foreign Service of the United States 
exist the post to which personnel are to be assigned 

b) The Secretary of Agriculture ’ sign any officer or employee of the 
Agi tural Foreign Service of the United States to duty in the United States 
f period of not more than three years without a change in grade or status. 

Sec. 4. The Secretary of Agriculture may, under such rules and regulations 

Ss may be necessary, provide to personnel of the Agricultural Fore Service 





allowances and benefits similar to tho provided by title IX of the Foreign 

f 1946 Annual leave for personnel under this Act shall be on the 
ime b as is provided for the Foreign Service of the United States by the 
Annual and Sick Leave Act of 1951 (5 0. S. C. 2061) 


SEC. 5 Such personnel of the Agricultural Foreign Service as deter- 
mined eligible therefor by the Secretary of Agriculture shall be entitled to the 
Sal ] fits fiicers of the F eign Ser of the United States in the Foreign 


Service Retirement and Disability System as provided for in title VIII of the 
Foreign Sery Act of 1946, except that such personnel may with the approval 
of the Secretary of Agriculture continue to serve until they reach the age of 


(b) The Secretary of Agriculture may by regulation provide for necessary 
daptation of the system to the Agricultural Foreign Service of the United 
States, including the exercise of him of functions assigned by said title VIII 





ee) 





MISCELLANEOUS HEARINGS 3 


(c) The Secretary of the Treasury shall in carrying out his functions under 
said title VIII and in the preparation of estimates of appropriations to be made 
to the Foreign Service Retirement and Disability Fund take into consideration 
the participants of the Agricultural Foreign Service of the United States. 

Sec. 6. Provisions in annual appropriation acts of the Department of State 
facilitating the work of the Foreign Service of the United States shall be applic- 
able under rules and regulations prescribed by the Secretary of Agriculture 
to activities pursuant to this Act. 

Sec. 7. The Secretary of Agriculture may make rules and regulations neces- 
sary to carry out the purposes of this Act and may cooperate with any Depart- 
ment or agency of the United States Government, State, Territory or 
possession or any organization or person. In any foreign country where custom 
or practice requires payment in advance for rent or other service, such pay- 
ment may be authorized by the Secretary of Agriculture. 

Sec. 8. There is hereby authorized to be appropriated such sums as may 
be necessary for the purpose of carrying out this Act. 





[H. R. 8032, 88d Cong., 2d sess.] 


A BILL To promote the agriculture of the United States by acquiring and diffusing useful 
information regarding agriculture in foreign countries and the marketing of American 
agricultural commodities, and the products thereof, outside of the United States; to 
authorize the creation of an Agricultural Foreign Service in the Department of Agricul- 
ture ; and for other purposes 








Be it enacted by the Senate and House of Re prese ntatives of the United States 
of America in Congress assembled, That, for the purpose of encouraging and 
promoting the agriculture of the United States and assisting American farmers, 
processors, distributors, and exporters to adjust their operations and practices 
to meet world conditions, the Secretary of Agriculture shall acquire information 
regarding the competition and demand for United States agricultural products, 
the marketing and distribution ef said products in foreign countries and shall 
be responsible for the interpretation and dissemination of such information in 
the United States and shall make investigations abroad regarding the factors 
affecting and influencing the export of United States agricultural products, and 
shall conduct abroad any other activities including the demonstration of stand- 
ards of quality for American agricultural products for which the Department 
of Agriculture now has or in the future may have such standards, as he deems 
necessary. Nothing contained herein shall be construed as prohibiting the 
Department of Agriculture from conducting abroad any activity for which 
authority now exists. 

(b) This Act shall be cited as the Agricultural Foreign Service Act of 1954. 

Sec. 2. (a) To effectuate the carrying out of the purpose of this Act, the 
Secretary of Agriculture is authorized to appoint or assign to service abroad 
such personnel as he determines to be necessary without regard to the civil- 
service laws. Such personnel shall constitute the Agricultural Foreign Service 
of the United States. provided that no person shall be assigned or appointed 
to the Agricultural Foreign Service of the United States who has not been a 
citizen of the United States for at least ten years and has not demonstrated 
his loyalty to the Government and his attachment to the principles of the 
Constitution of the United States. 

(b) When an officer or employee of the Agricultural Foreign Service is 
assigned or appointed to a post abroad he shall have the designation of Agricul- 
tural Attaché, Assistant Agricultural Attaché, Agricultural Commissioner, Agri- 
cultural Officer, or such other title or designation as the Secretary of Agriculture 
may deem appropriate. 

(c) Upon the request of the Secretary of Agriculture, the Secretary of State 
shall regularly and officially attach the officers or employees of the Agricultural 
Foreign Service of the United States to the diplomatic mission of the United 
States in the country in which such officers or employees are to be assigned by 
the Secretary of Agriculture, and steps shall be taken to provide them diplo- 
matic privileges and immunities equivalent to those enjoyed by Foreign Service 
personnel of comparable rank, 

(d) The Secretary of State may reject the name of any officer or employee 
assigned abroad by the Secretary of Agriculture if in his judgment the assign- 
ment of such person would not be in the public interest of the United States. 
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(c) No officer of the Agricultural Foreign Service of the United States shall 
be considered as having the character of a public minister. 

(f) When attached to a mission abroad, personnel of the Agricultural Foreign 
Service of the United States shall conduct their activities in accordance with 
the protocol of the mission to which they are attached, and shall be subject to 
the general supervision of the head of the mission in such matters, but with 
respect to their technical duties, they shall be responsible to and subject only 
to the orders of the Secretary of Agriculture. 

Sec. 3 (a). The Secretary of Agriculture shal establish such grades and 
classes of responsibility for personnel of the Agricultural Foreign Service of 
the United States stationed abroad, and shall assign, promote, demote, transfer, 
or reinstate such officers and employees to such grades or classes as he may 
deem appropriate. He shall fix the salary range for each grade or class of 
class of responsibility but in doing so he shall take into consideration the salary 
range of comparable positions in the Foreign Service of the United States 
existing at the post to which personnel are to be assigned. 

(b) The Secretary of Agriculture may assign any officer or employee of the 
Agricultural Foreign Service of the United States to duty in the United States 
for a period of not more than three years without a change in grade or status. 

Sec. 4. The Secretary of Agriculture may, under such rules and regulations 
as may be necessary, provide to personnel of the Agricultural Foreign Service 
allowances and benefits similar to those provided by title IX of the Foreign 
Service Act of 1946. Annual leave for personnel under this Act shall be 
on the same basis as is provided for the Foreign Service of the United States 
by the Annual and Sick Leave Act of 1951 (5 U. 8S. C. 2061). 

Sec. 5. (a) Such personnel of the Agricultural Foreign Service as determined 
eligible therefor by the Secretary of Agriculture shall be entitled to the same 
benefits as officers of the Foreign Service of the United States in the Foreign 
Service Retirement and Disability System as provided for in title VIII of the 
Foreign Service Act of 1946, except that such personnel may with the approval 
of the Secretary of Agriculture continue to serve until they reach the age of 
seventy. 

(b) The Secretary of Agriculture may by regulation provide for necessary 
adaptation of the system to the Agricultural Foreign Service of the United 
States, including the exercise by him of functions assigned by said title VIII to 
the Secretary of State. 

(c) The Secretary of the Treasury shall in carrying out his functions under 
said title VIII and in the preparation of estimates of appropriations to be made 
to the Foreign Service Retirement and Disability Fund take into consideration 
the participants of the Agricultural Foreign Service of the United States. 

Sec. 6. Provisions in annual appropriation acts of the Department of State 
facilitating the work of the Foreign Service of the United States shall be appli- 
cable under rules and regulations prescribed by the Secretary of Agriculture to 
activities pursuant to this Act. 

Sec. 7. The Secretary of Agriculture may make rules and regulations necessary 
to carry out the purposes of this Act and may cooperate with any Department or 
agency of the United States Government, State, Territory or possession, or any 
organization or person. In any foreign country where custom or practice requires 
payment in advance for rent or other service, such payment may be authorized 
by the Secretary of Agriculture. 

Sec. 8. There is hereby authorized to be appropriated such sums as may be 
necessary for the purpose of carrying out this Act. 

- 


— 


[H. R. 8033, 88d Cong., 2d sess. ] 


A BILL To promote the agriculture of the United States by acquiring and diffusing useful 
information regarding agriculture in foreign countries and the marketing of American 
agricultural commodities, and the products thereof, outside of the United States; to 
authorize the creation of an Agricultural Foreign Service in the Department of Agricul- 
ture ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembicd, That, for the purpose of encouraging and pro- 
moting the agriculture of the United States and assisting American farmers, 
processors, distributors, and exporters to adjust their operations and practices to 
meet world conditions, the Secretary of Agriculture shall acquire information 
regarding the competition and demand for United States agricultural products, 
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the marketing and distribution of said products in foreign countries and shall be 
responsible for the interpretation and dissemination of such information in the 
United States and shall make investigations abroad regarding the factors 
affecting and influencing the export of United States agricultural products, 
and shall conduct abroad any other activities including the demonstration of 
standards of quality for American agricultural products for which the Depart 
ment of Agriculture now has or in the future may have such standards, as he 
deems necessary. Nothing contained herein shall be construed as prohibiting 
the Department of Agriculture from conducting abroad any activity for which 
authority now exists 

(b) This Act shall be cited as the Agricultural Foreign Service Act of 1954 

Sec. 2. (a) To effectuate the carrying out of the purposes of this Act, the 
Secretary of Agriculture is authorized to appoint or assign to service abroad such 
personnel as he determines to be necessary without regard to the civil-service 
laws. Such personnel shall constitute the Agricultural Foreign Service of the 
United States, provided that no person shall be assigned or appointed to the 
Agricultural Foreign Service of the United States who has not been a citizen 
of the United States for at least ten vears and has not demonstrated his loyalty 
to the Government and his attachment to the principles of the Constitution of 
the United States. 

(b) When an officer or employee of the Agricultural Foreign Service is assigned 
or appointed to a post abroad he shall have the designation of Agricultural 
Attaché, Assistant Agricultural Attaché, Agricultural Commissioner, Agricul- 
tural Officer, or such other title or designation as the Secretary of Agriculture 
may deem appropriate. 

(c) Upon the request of the Secretary of Agriculture, the Secretary of State 
shall regularly and officially attach the officers or employees of the Agricultural 
Foreign Service of the United States to the diplomatic mission of the United 
States in the country in which such officers or employees are to be assigned by 
the Secretary of Agriculture, and steps shall be taken to provide them diplomatic 
privileges and immunities equivalent to those enjoyed by Foreign Service 
personnel of comparable rank. 

(d) The Secretary of State may reject the name of any officer or employee 
assigned abroad by the Secretary of Agriculture if in his judgment the assign- 
ment of such person would not be in the publie interest of the United States. 

(e) No officer of the Agricultural Foreign Service of the United States shall 
be considered as having the character of a public minister. 

(f) When attached to a mission abroad, personnel of the Agricultural Foreign 
Service of the United States shall conduct their activities in accordance with the 
protocol of the mission to which they are attached, and shall be subject to the 
general supervision of the head of the mission in such matters, but with respect 
to their technical duties, they shall be responsible to and subject only to the 
orders of the Secretary of Agriculture. 

Sec. 8. (a) The Secretary of Agriculture shall establish such grades and classes 
of responsibility for personnel of the Agricultural Foreign Service of the United 
States stationed abroad, and shall assign, promote, demote, transfer, or rein- 
state such officers and employees to such grades or classes as he may deem 
appropriate. He shall fix the salary range for each grade or class of respon- 
sibility but in doing so he shall take into consideration the salary range of com- 
parable positions in the Foreign Service of the United States existing at the 
post to which personnel are to be assigned. 

(b) The Secretary of Agriculture may assign any officer or employee of the 
Agricultural Foreign Service of the United States to duty in the United States for 
a period of not more than three years without a change in grade or status. 

Sec. 4. The Secretary of Agriculture may, under such rules and regulations as 
may be necessary, provide to personnel of the Agricultural Foreign Service 
allA@wances and benefits similar to those provided by title IX of the Foreign 
Service Act of 1946. Annual leave for personnel under this Act shall be on the 
same basis as is provided for the Foreign Service of the United States by the 
Annual and Sick Leave Act of 1951 (5 U.S. C. 2061). 

Sec. 5. (a) Such personnel of the Agricultural Foreign Service as determined 
eligible therefor by the Secretary of Agriculture shall be entitled to the same 
benefits as officers of the Foreign Service of the United States in the Foreign 
Service Retirement and Disability System as provided for in title VIII of the 
Foreign Service Act of 1946, except that such personnel may with the approval 
of the Secretary of Agriculture continue to serve until they reach the age of 
seventy. 
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(b) The Secretary of Agriculture may by regulation provide for necessary 
adaptation of the system to the Agricultural Foreign Service of the United 
States, including the exercise by him of functions assigned by said title VIII to 
the Secretary of State. 

(c) The Secretary of the Treasury shall in carrying out his functions under 
said title VIII and in the preparation of estimates of appropriations to be 
made to the Foreign Service Retirement and Disability Fund take into con- 
sideration the participants of the Agricultural Foreign Service of the United 
States. 

Sec. 6. Provisions in annual appropriation acts of the Department of State 
facilitating the work of the Foreign Service of the United States shall be 
applicable under rules and regulations prescribed by the Secretary of Agriculture 
to activities pursuant to this Act. 

Sec. 7. The Secretary of Agriculture may make rules and regulations neces- 
sary to carry out the purposes of this Act and may cooperate with any De- 
partment or agency of the United States Government, State, Territory or pos- 
session or any organization or person. In any foreign country where custom 
or practice requires payment in advance for rent or other service, such pay- 
ment may be authorized by the Secretary of Agriculture. 

Sec. 8. There is hereby authorized to be appropriated such sums as may be 
necessary for the purpose of carrying out this Act. 





[H. R. 8090, 88d Cong., 2d sess.] 


A BILL To promote the agriculture of the United States by acquiring and diffusing useful 
information regarding agriculture in foreign countries and the marketing of American 
agricultural commodities, and the products thereof, outside of the United States; to 
authorize the creation of an Agricultural Foreign Service in the Department of Agricul- 
ture ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, for the purpose of encouraging 
and promoting the agriculture of the United States and assisting American 
farmers, processors, distributors, and exporters to adjust their operations and 
practices to meet world conditions, the Secretary of Agriculture shall acquire in- 
formation regarding the competition and demand for United States agricul- 
tural products, the marketing and distribution of said products in foreign coun- 
tries and shall be responsible for the interpretation and dissemination of such 
information in the United States and shall make investigations abroad regard- 
ing the factors affecting and influencing the export of United States agricultural 
products, and shal! conduct abroad any other activities including the demonstra- 
tion of standards of quality for American agricultural products for which the 
Department of Agriculture now has or in the future may have such standards, 
as he deems necessary. Nothing contained herein shall be construed as pro- 
hibiting the Department of Agriculture from conducting abroad any activity 
for which authority now exists. 

(b) This Act shall be cited as the Agricultural Foreign Service Act of 1954. 

Sec. 2. (a) To effectuate the carrying out of the purposes of this Act, the 
Secretary of Agriculture is authorized to appoint or assign to service abroad 
such personnel as he determines to be necessary without regard to the civil- 
service laws. Such personnel shall constitute the Agricultural Foreign Service 
of the United States, provided that no person shall be assigned or appointed to the 
Agricultural Foreign Service of the United States who has not been a citizen 
of the United States for at least ten years and has not demonstrated his loyalty 
to the Government and his attachment to the principles of the Constitution of 
the United States. 

(b) When an officer or employee of the Agricultural Foreign Service is ‘as- 
signed or appointed to a post abroad he shall have the designation of Agricultural 
Attaché, Assistant Agricultural Attaché, Agricultural Commissioner, Agricul- 
tural Officer, or such other title or designation as the Secretary of Agriculture 
may deem appropriate. 

(c) Upon the request of the Secretary of Agriculture, the Secretary of State 
shall regularly and officially attach officers or employees of the Agricultural 
Foreign Service of the United States to the diplomatic mission of the United 
States in the country in which such officers or employees are to be assigned by 
the Secretary of Agriculture,, and steps shall be taken to provide them diplomatic 
privileges and immunities equivalent to those enjoyed by Foreign Service person- 
nel of comparable rank. 
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(d) The Secretary of State may reject the name of any officer or employee 
assigned abroad by the Secretary of Agriculture if in his judgment the assign- 
ment of such person would not be in the public interest of the United States, 

(e) No officer of the Agricultural Foreign Service of the United States shall be 
considered as having the character of a public minister. 

(f) When attached to a mission abroad, personnel of the Agricultural Foreign 
Service of the United States shall conduct their activities in accordance with the 
protocol of the mission to which they are attached, and shall be subject to the 
general supervision of the head of the mission in such matters, but with re- 
spect to their technical duties, they shall be responsible to and subject only to the 
orders of the Secretary of Agriculture. 

Sec. 3. (a) The Secretary of Agriculture shall establish such grades and 
classes of responsibility for personnel of the Agricultural Foreign Service of the 
United States stationed abroad, and shall assign, promote, demote, transfer, or 
reinstate such officers and employees to such grades or classes as he may deem 
appropriate. He shall fix the salary range for each grade or class of responsi- 
bility but in doing so he shall take into consideration the salary range of com- 
parable positions in the Foreign Service of the United States existing at the 
post to which personnel are to be assigned. 

(b) The Secretary of Agriculture may assign any officer or employee of the 
Agricultural Foreign Service of the United States to duty in the United States 
for a period of not more than three years without a change in a grade or status. 

Sec. 4. The Secretary of Agriculture may, under such rules and regulations 
as may be necessary, provide to personnel of the Agricultural Foreign Service 
allowances and benefits similar to those provided by title IX of the Foreign 
Service Act of 1946. Annual leave for personnel under this Act shall be on the 
same basis as is provided for the Foreign Service of the United States by the 
Annual and Sick Leave Act of 1951 (5 U.S. C. 2061). 

Sec. 5. (a) Such personnel of the Agricultural Foreign Service as determined 
eligible therefor by the Secretary of Agriculture shall be entitled to the same 
benefits as officers of the Foreign Service of the United States in the Foreign 
Service Retirement and Disability System as provided for in title VIII of the 
Foreign Service Act of 16, except that such personnel may with the approval 
of the Secretary of Agriculture continue to serve until they reach the age of 
seventy. 

(b) The Secretary of Agriculture may by regulation provide for necessary 
adaptation of the system to the Agricultural Foreign Service of the United 
States, including the exercise by him of functions assigned by said title VIII 
to the Secretary of State. 

(c) The Secretary of the Treasury shall in carrying out his functions under 
said title VIII and in the preparation of estimates of appropriations to be made 
to the Foreign Service Retirement and Disability Fund take into consideration 
the participants of the Agricultural Foreign Service of the United States. 

Sec. 6. Provisions in annual appropriation acts of the Department of State 
facilitating the work of the Foreign Service of the United States shall be ap- 
plicable under rules and regulations prescribed by the Secretary of Agriculture 
to activities pursuant to this Act. 

Sec. 7. The Secretary of Agriculture may make rules and regulations neces- 
sary to carry out the purposes of this Act and may cooperate with any Depart- 
ment or agency of the United States Government, State, Territory or possession 
or any organization or person. In any foreign country where custom or prac- 
tice requires payment in advance for rent or other service, such payment may 
be authorized by the Secretary of Agriculture. 

Sec. 8. There is hereby authorized to be appropriated such sums as may be 
necessary for the purpose of carrying out this Act. 





{H. R. 8174, 83d Cong., 2d sess ] 


A BILL To promote the agriculture of the United States by acquiring and diffusing useful 
information regarding agriculture in foreign countries and the marketing of American 
agricultural commodities, and the products thereof, outside of the United States; to 
authorize the creation of an Agricultural Foreign Service in the Department of Agricul- 
ture; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, for the purpose of encouraging and 
promoting the agriculture of the United States and assisting American farmers, 
processors, distributors, and exporters to adjust their operations and practices 
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to meet world conditions, the Secretary of Agriculture shall acquire information 








regarding the competition and demand for United States agricultural products, 
the marketing and distribution of said products in foreign countries and shall 
e responsible for the interpretation and dissemination of such information in 
United States and shall make investigations abroad regarding the factors 
ecting and influencing the export of United States agricultural products, and 





sha conduct abroad any other activitie neiud the demonstration of stand- 
irds of quality for American agricultural proce for which the Department 
f Agri ture now has or in the future may have such standards, as he deems 
necessary Nothing contained herein shall be construed as prohibiting the De- 
ent of Agriculture from conducting abroad any activity for which authority 
vy exists 
(b) This Act shall be cited as the Agricultural Foreign Service Act of 1954. 
SI 2 1) To effectuate the carrying out of the purposes of this Act, the 
Secretary of Agriculture is authorized to appoint or assign to service abroad 
ich per l he determines to be necessary without regard to the civil- 
ervice Ws uch personnel shall constitute the Agricultural Foreign Service 





! 
f the United States, provided that no person shall be assign or appointed to 


the Agi tural Foreign Service of the United States who has not been a citizen 





of the United States for at least ten years and has not demonstrated his loyalty 
o the Government and his attachment to the principles of the Constitution of 
b) When an officer or employee of the Agricultural Foreign Service is assigned 
Attaché, Assistant Agricultural Attaché, Agricultural Commissioner, Agricultural 
Officer, or such other title or designation as the Secretary of Agriculture may 
deem appropriate 
(c) Upon the request of the Secretary of Agriculture, the Secretary of State 
eg rly and officially attach the officers or employees of the Agricultural 
Foreign Service of the United States to the diplomatic mission of the United 


States in the country in which such officers or employees are to be assigned by 
the Secretary of Agriculture, and steps shall be taken to provide them diplomatie 
privileges and immunities equivalent to those enjoyed by Foreign Service per- 
sonnel of comparable rank. 

(d The Secretary of State may reject the name of any officer or employee 

signed abroad by the Secretary of Agriculture if in his judgment the assign- 
ment of such person would not be in the public interest of the United States. 

(e) No officer of the Agricultural Foreign Service of the United States shall 
be considered as having the character of a public minister. 

(f) When attached to a mission abroad, personnel of the Agricultural Foreign 
Service of the United S ss shall conduct their activities in accordance with 
the protocol of the mission to which they are attached, and shall be subject 
to the general supervision of the head of the mission in such matters, but with 
respect to their technical duties, they shall be responsible to and subject only 
to the orders of the Secretary of Agriculture. 

Sree. 3 (a) The Secretary of Agriculture shall establish such grades and classes 
of responsibility for personnel of the Agricultural Foreign Service of the United 
States stationed abroad, and shall assign, promote, demote, transfer, or reinstate 
such officers and employees to such grades or Classes as he may deem appropri- 
ate. He shall fix the salary range for each grade or class of responsibility but in 
doing so he shall take into consideration the salary range of comparable positions 
in the Foreign Service of the United States existing at the post to which personnel 
ned 

The Secretary of Agriculture may assign any officer or employee of the 
Agricultural Foreign Service of the United States to duty in the United States 
for a period of not more than three years without a change in grade or status. 

Sec. 4. The Secretary of Agriculture may, under such rules and regulations 

iv be necessary, provide to personnel of the Agricultural Foreign Service 
lowances and benefits similar to tho provided by title IX of the Foreign 
Ser Act of 1946 Annual leave for personnel under this Act shall be on 
the United States by 





are to be ¢ 








the same basis as is provided for the Foreign Service of 
the Annual and Sick Leave Act of 1951 (5 U.S. C. 2061). 

Ss 5. (a) Such personnel of the Agricultural Foreign Service as determined 

igible therefor by the Secretary of Agriculture shall be entitled to the same 
benefits as officers of the Foreign Service of the United States in the Foreign 
Service Retirement and Disability System as provided for in title VIII of the 
Foreign Service Act of 1946, except that such personnel may with the approval 
of the Secretary of Agriculture continue to serve until they reach the age of 
seventy 
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(b) The Secretary of Agriculture may by regulation provide for necessary 
adaptation of the system to the Agricultural Foreign Service of the Unites 
States, including the exercise by him of functions assigned aid tle VIII 
to the Secretary of State 

(c) The Secretary of the Treasury shall in carrying out his functior nder 
said title VIII and in the preparation of estimates of riations to be mad 
to the Foreign Service Retirement and Disability | 
the participants of the Agricultu Foreign Ser e he United St 

Sec. 6. Provisions in annual ap] riution acts o he Depa el f § 
fix tatin the work of the Foreign Servi of the United States s he 
applicab Inder rules and regulations prescribed by the Secretary of Agric 
to activities pursuant to tl 

Sec. 7. The Secretary of iy make 1 sand regu ns 
to carry out the purposes ind may cooperate with any De 
or agency of the United States Government, State, Territory or possess 
or any organization or person. In any.foreig! untry where « tom 
requires payment in advance for rent or other service, such payment may b 
authorized by the Secretary of Agriculture. 

Sec. 8. There is hereby authorized to be appropriated such sums as may be 
necessary for the purpose of carrying out this Act 

{H. R. 82 83d ¢ P 
A BILL 7 t lture of the IT t Ss I 1 diff 
informat ding agricultur é i keti f Amer 
TT citi« 1 1 the I ret t { f f I States 
autl the creatior f n A icultural lForeig S I » i net f Ag 
re } the | g 

Be it enacted b the Senate and Hlouse of Represe fatires of the Tl ited Ntates 

of America in Congress assembled, That, for the purpose of encouraging and 


promoting the agriculture of the United States and assisting American farmers 
processors, distributors, and exporters to adjust their operations and practices 


to meet world conditions, the Secretary of Agriculture sha acquire information 


regarding » competition and demand for United States agricultural products, 





the mar ng and distribution of said products in foreign countries and shall 
be responsible for the interpretation and dissemination of such information in 
the United States and shall make investigations abroad regarding the factors 
affecting and influencing the export of United States agricultural products, and 


shall conduct abroad any other activities including the demonstration of stand 
ards of quality for American agricultural products for which the Department 
of Agriculture now has or in the future may have such standards, as he deems 
necessary Nothing contained herein shall be construed as prohibiting the De 
partment of Agriculture from conducting abroad any activity for which authority 
now exists 

(b) This A shall be cited as the Agricultural Foreign Service Act of 1954 


Sec. 2. (a) To effectuate the carrying out of the purposes of this Act, the 
Secretary of Agriculture is authorized to appoint or assign to service abroad 
such personnel as he determines to be necessary without regard to the civil 
service laws Such personnel shall constitute the Agricultural Foreign Service 
of the United States, provided that no person shall be assigned or appointed 
to the Agricultural Foreign Service of the United States who has not been 
citizen of the | ted States for at least ten vears and has not demonstrated hi 


loyalty to the Government and his attachment to the principles of the Constitu 
tion of the United States 

(b) When an officer or employee of the Agricultural Foreign Service is assigned 
or appointed to a post abroad he shall have the designation of Agricultural 
Attaché, Assistant Agricultural Attaché, Agricultural Commissioner, Agricultural 
Officer, or such other title or designation as the Secretary of Agriculture ma 
deem appropriate. 

(c) Upon the request of the Secretary of Agriculture, the Secretary of State 
shall regularly and officially attach the officers or employees of the Agricultural 
Foreign Service of the United States to the diplomatic mission of the United 
States in the country in which such officers or employees are to be assigned by 
the Secretary of Agriculture, and steps shall be taken to provide them diplo 
matic privileges and immunities equivalent to those enjoyed by Foreign Service 
personnel of comparable rank. 
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(d) The Secretary of State may reject the name of any officer or employee 
assigned abroad by the Secretary of Agriculture if in his judgment the assign- 
ment of such person would not be in the public interest of the United States. 

(e) No officer of the Agricultural Foreign Service of the United States shall 
be considered as having the character of a public minister. 

(f) When attached to a mission abroad, personnel of the Agricultural For- 
eign Service of the United States shall conduct their activities in accordance 
with the protocol of the mission to which they are attached, and shall be subject 
to the general supervision of the head of the mission in such matters, but with 
respect to their technical duties, they shall be responsible to and subject only 
to the orders of the Secretary of Agriculture 

Sec. 8. (a) The Secretary of Agriculture shall establish such grades and 
classes of responsibility for personnel of the Agricultural Foreign Service of the 
United States stationed abroad, and shall assign, promote, demote, transfer, or 
reinstate such officers employees to such grades or classes as he may deem 
appropriate. He shall fix the salary range for each grade or class of responsi- 
bility but in doing so he shall take into consideration the salary range of com- 
parable positions in the Foreign Service of the United States existing at the 
post to which personnel are to be assigned. 

(b) The Secretary of Agriculture may assign any officer or employee of the 
Agricultural Foreign Service of the United States to duty in the United States 
for a period of not more than three years without a change in- grade or 
status. 

Sec. 4. The Secretary of Agriculture may, under such rules and regulations 
as may be necessary, provide to personnel of the Agricultural Foreign Service 
allowances and benefits similar to those provided by title IX of the Foreign 
Service Act of 1946. Annual leave for personnel under this Act shall be on the 
same basis as is provided for the Foreign Service of the United States by the 
Annual and Sick Leave Act of 1951 (5 U.S. C. 2061). 

Sec. 5. (a) Such personnel of the Agricultural Foreign Service as determined 
eligible therefor by the Secretary of Agriculture shall be entitled to the same 
benefits as officers of the Foreign Service of the United States in the Foreign 
Service Retirement and Disability System as provided for in title VIII of the 
Foreign Service Act of 1946, except that such personnel may with the approval 
of the Secretary of Agriculture continue to serve until they reach the age of 
seventy 

(b) The Secretary of Agriculture may by regulation provide for necessary 
adaptation of the system to the Agricultural Foreign Service of the United 
States, including the exercise by him of functions assigned by said title VIII 
to the Secretary of State. 

(c) The Seeretary of the Treasury shall in carrying out his functions under 
said title VIII and in the preparation of estimates of appropriations to be 
made to the Foreign Service Retirement and Disability Fund take into con- 
sideration the participants of the Agricultural Foreign Service of the United 
States. 

Sec. 6. Provisions in annual appropriation acts of the Department of State 
facilitating the work of the Foreign Service of the United States shall be ap- 
plicable under rules and regulations prescribed by the Secretary of Agriculture 
to activities pursuant to this Act. 

Sec. 7. The Secretary of Agriculture may make rules and regulations neces- 
sary to carry out the purposes of this Act and may cooperate with any Depart- 
ment or agency of the United States Government, State, Territory or posses- 
sion or any organization or person. In any foreign country where custom or 
practice requires payment in advance for rent or other service, such payment 
may be authorized by the Secretary of Agriculture. 

Sec. 8 There is hereby authorized to be appropriated such sums as may be 
necessary for the purpose of carrying out this Act. 


The CrramrMan. We have with us this morning representatives from 
several of the farm organizations whom we will hear presently, but 
we have with us this morning the author of one of the bills. our former 
distinguished colleague from the committee. Mr. John Phillips. I 


know he has other engagements and for that reason we will be happy 
to hear him at this time. 


Mr. Phillips, you may proceed. 
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STATEMENT OF HON. JOHN PHILLIPS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Puiuuirs. Thank you, Mr. Hope. I will make my statement 
quite brief. I know that you want to hear from outside witnesses, and 
we are available at any time. 

[Tam John Phillips and I represent the 29th Congressional District 
and I am more interested in the subject before your committee today 
than I am in almost any other which comes in this field of thought and 
work by the Congress. 

Since 1935 and 1937, Mr. Chairman, when I spent both summers in 
Europe and was given desk space in the office of the attachés, the 
agricultural attachés in Paris, Berlin, and Moscow, I have felt that 
we were permitting the attrition of one of the most valuable assets of 
agriculture in the foreign and domestic field, both. We have been in 
the position, Mr. Chairman, to use a simile, of a manufacturing com- 
pany which devotes its entire attention to the manufacture of its 
products and permits its sales force to be dissipated and weakened. 
We have had the same situation in agriculture. 

I hope that you will consider the matter very carefully and consider 
it as important as do the authors of the bills. I would like permission 
to extend my remarks, and if the hearing continues to where there is 
an opportunity at length to discuss or to question representatives of 
the Congress, I hope that I may be permitted to return. 

The CyHamman. Yes; you will have that permission, of course. 
Thank you, Mr. Phillips. 

The next witness is Mr. John Lynn, representing the American 
Farm Bureau Federation. 


STATEMENT OF JOHN C. LYNN, REPRESENTING THE AMERICAN 
FARM BUREAU FEDERATION 


Mr. Lynn. Mr. Chairman, we have a prepared statement. I think 
in the interests of time it would be just as well that I read it. It will 
take about 10 minutes. 

The American Farm Bureau Federation favors the principle objec- 
tives of H. R. 7997, and other identical bills designed to strengthen the 
United States Foreign Agricultural Service. ‘These bills would place 
the foreign agricultural attachés under the jurisdiction and super- 
vision of the Secretary of Agriculture in an effort to improve the 
services of our agricultural representatives abroad. 

The restoration and maintenance of a high level of United States 
agricultural exports is of urgent necessity to the prosperity of farmers 
and the entire American economy. One of the important measures 
that can assist in regaining and maintaining a high level of agricul- 
tural exports is to rebuild and strengthen the Foreign Agricultural 
Service of the USDA. 

The American Farm Bureau Federation believes that the Foreign 
Agricultural Service should be adequately staffed and financed with 
full consideration for the vital importance of expanding exports of 
farm products. Additional emphasis should be given to (1) estab- 
lishing complete export trade advisory service, (2) increasing the 
number of commodity specialists whose primary duty will be to 
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note the expansion of trade abroad, (5) analyzing potential export 


markets for each country and each commodity to determine then 
sources of supply and their reasons for not buying United States 
products, (4) encouraging and aiding in negotiating the reduction 
of duties, restrictions, and discriminations against United States 
farm proaucts, 2) al ilyzing and d sseminating information On all 


‘onditions which restrict the export of farm products and encouraging 
necessary action to remove them. 

\ beginning was made in 1953 in reorganizing the setup and func- 
tions of the Foreign Agricultural Service in the United States De- 
partment of Avcriculture. Mur 1 more needs to be done to improve 
ind strengthen this important service. One of the next steps which 


ld be taken Is to reorganiz and strenothen the services provided 
by our agricultural representatives abroad and to integrate the 
agricultural attachés into the Foreign Agricultural Service. 


Prior to 1939 the foreign agricultural attachés were appointed by 
the Secre tary of Agriculture and served abroad under his direction. 
The appropriations for this work were made directly to the Depart- 
ment of Agriculture. On July 1, 1939, by Executive order, Reorgan 
zation Plan No. 2, the foreign agricultural attachés were transferred 
to the Department of State. together with the fund to carry on this 
work. The Office of Foreien Agricultural Relations was created 
the Departme nt of Acric ulture by Executive order to carry on the 
United States aspects of the foreign agricultural work but the agri- 
cultural atinehibe were con solidated with Foreion Service of the 
Department of State. In 1951 another action was taken by Executive 
order to transfer from the Department of Agriculture to the Depart 
ment of State, the control and supervision of the agricultural report- 
ng ‘rvices of the agricultural attachés stationed abroad. Prior to 
that time the Office of Foreign Agricultural Relations had prepared 
the schedule of reports to be made by the agricultural attachés. 

- le Ameri ‘ll Farm Bureau Federation opposed the transfer of 
the agricultural attachés to the Department of State in 1939. Subse 
quent experience we believe has demonstrated that this transfer was 


not in the best interest of the United States. It has seriously handi- 
capped the work of the foreign agricultural attachés and the Foreign 
Ao cultural Service. 

\t the present time foreign agricultural attachés are appointed 
by the Secretary of State and serve under direction of the State 
Department and United States embassies abroad to which they are 
‘ ened. The funds to finance this service are appropriated to the 
Department of State. Subject to congressional ap propriations, the 
Department of State determines the number of emp lovees, theiz 
salaries, their promotions, their assignments abroad, the amount of 
funds available for travel and other expenditures, and, most im- 
portal te establishes policies which vovern their actions. This is a 
serious weakness. The Secretary of Agriculture is in a better position 
to determine the extent of the need for these services, the manner in 
which this work is to be organized and carried on, selection and assign- 
ment of e mploye es, and the direction of their activities. 

Another major weakness in the present system is that the Secretary 
of Agriculture does not have se to supervise and direct the 
services to be rendered by the agricultural attachés stationed abroad. 
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For e Xap le. a foreig yare porting service in the Department of State 
now determines what reports are to be made by the agricultural] 
attachés and when they are to be made. The Secretary of Agriculture 
can request changes in the schedule of reports, but in actual practice 
it has been difficult to obtain needed changes. 

Under present procedures, the Department of Agriculture cannot 
request the agricultural attaché to make any special report or even 
send a cable or letter requesting the agricultural attaché to obtain 
special information without first obtaining the approve il of the State 
Department’s reporting service. The Secretary of Agriculture is 
better qualified to determine what information is needed and whe 
it should be supplied than a division of the State oer nt whose 
employees have little or no technical knowledge of these problems o1 
what prio rity should be given to them by the ag cciaare attachés 

This lmMposes an unnecessary layer ot bureaucracy between the 
Secretary of Agriculture and the i iy agen attachés. It not only 
seriously handicaps the effectiveness of the agricultural attachés but 
also tends to delay and interfere with the e ffec tive utilization of these 
reports and information which are supplied by the agricultural at- 
tachés. At the present time, all these reports must be sent first to the 
State Department’s reporting service and are then forwarded by it 
to the Department of Agriculture. 

We beheve that Congress should take action to correct this situa 
tion. In keeping with the increasing import: ince of international 
trade and its relationships to American agriculture, we recommend 
that our agricultural attachés serve under personnel policies that will 
attract highly qui ilified men and enable them to progress profession 
ally within agricultural work. We recommend that permanently 
stationed foreign agricultural and commodity speciali sts be diplo- 
matically accredited and @iven necessary operat ing expenses to prop- 
erly serve the economic int ellige nce needs of United States producers. 
These foreign agricultural officers should be directly under the super 
vision of the Secretary of Agriculture as an integral part of the 
Foreign Agricultural Service. 

The proposed legislation, H. R. 7997 and other identical bills, seeks 
to accomp lish these objective 5, This legislation has for its purpose 
“encoul ‘ome and promoting the aoriculture of the United stutes and 
assisting American farmers, processors, distributors, and e xporters to 
adjust their operations and practices to meet worl | conditions. It 
authorizes the Secretary of Agric ulture to; acqui re inform: ition regard 
ing the competition and demand for United States agricultural prod 
ucts, the marketing and distribution of such products in foreign 
countries. He is also given the responsibility for the interpre tation 
and dissemination of such information in the United States. He may 
also make investigations abroad regarding the factors affecting and 
influencing the export of United States agricultural products, and 
shall conduct abroad any other activities including the demonstration 
of standards of quality for American agricultural products for which 
the Department of Agriculture now has or in the future may have such 
standards, as he deems necessary. 

In order to carry out the responsibilities, the Secretary of Agri- 
culture would be authorized to create an Agricultural Fore! ign Service 
in the Department of Agriculture to be composed of the agricultural 
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attachés and other agricultural officers to be appointed to serve abroad 
in such service. 

We would like to suggest, however, a modification of this provision 
in section 2 and other related language elsewhere in the bill which 
would create a separate Agricultural Foreign Service in the Depart- 
ment of Agriculture in addition to the Foreign Agricultural Service 
already established. We believe the foreign agricultural attachés and 
other agricultural officers stationed abroad should function as an inte- 
gral part of the Foreign Agricultural Service under the direction of 
the Administrator of that service and the Secretary of Agriculture. 
Apparently this is the intent of the bill. We believe, however, that 
it would be confusing and unnecessary to create two services—one 
domestic and the other an overseas service. We therefore suggest 
that the bill be amended to provide that the agricultural attachés be 
established as an integral part of the Foreign Agricultural Service 
instead of creating a separate Agricultural Foreign Service. 

The proposed legislation provides that the officers and employees 
of the Agricultural Foreign Service would be appointed by the Secre- 
tary of Agriculture and assigned to service abroad, as he determines 
necessary. The Secretary of State, however, may reject the name of 
any officer or employee if in his judgment the assignment of such per- 
son would not be in the public interest of the United States. 

In order that these agricultural attachés may carry on their work in 
a manner consistent with United States Government foreign policies, 
the proposed legislation requires that these employees stationed 
abroad are to be attached to the United States mission in the country to 
which they are assigned and shall conduct their activities in ac- 
cordance with the protocol of the mission to which they are attached 
and shall be subject to the general supervision of the head of the mis- 
sion in such matters, but with respect to their technical duties they 
shall be responsible only to the direction of the Secretary of 
Agriculture. 

In the event the chief of mission questions conformity to the for- 
eign policies of the United States of the instructions to and activities 
of foreign agricultural officers, these questions should be resolved at 
the Cabinet level. We suggest the inclusion of a clarifying amend- 
ment to this effect. 

The agricultural attachés and other agricultural officers stationed 
abroad would be entitled to diplomatic rank and similar rights, privi- 
leges, and benefits as the other officers of the Foreign Service of the 
United States. The appropriations for this portion of the work of 
the Foreign Agricultural Service would be made by Congress to the 
Secretary of Agriculture instead of the Secretary of State. 

We note also that the bill provides for the appointment of agricul- 
tural attachés and agricultural officers for service abroad without 
regard to civil-service rules and regulations. We are not certain 
whether this provision is adequate. We suggest that further con- 
sideration be given to this language in order to assure that ap- 
propriate standards will be provided to insure the selection of highly 
qualified personnel. 

May I note at this point, Mr. Chairman, that this bill does not 
provide any arrangement for the Secretary of Agriculture to make 
arrangements with the Secretary of State to get reports from countries 
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in which we do not have attachés. We feel that in some of the smaller 
countries where it would not perhaps be advisable to have a full- 
time attaché, it is necessary that we have certain reports from those 
countries having to do with agricultural production, exports, imports 
and so on. Therefore, we would recommend that in the committee’s 
igre ation of this bill that it be made clear either in legal language 

r legislative intent that the Secretary of Agriculture may request 
ina the Secretary of State that the mission abroad, in whatever 
country, even though we do not have an agricultural attaché in that 
country, may request the United States mission or Ambassador in that 
country to furnish certain agricultural information that is needed 
in order that the Foreign Agricultural Service may obtain this 
information. 

In conclusion, we believe that this legislation if amended to embody 
changes we have recommended will make it possible to correct some 
of the basic weakness in the present system of agricultural attachés. 
It will enable the Secretary of Agriculture to improve and strengthen 
this service and, at the same time, assist in coordinating the activities 
under the general supervision of the American Ambassadors in the 
countries to which they are assigned. This is necessary if our agri- 
culture representatives abroad are to serve the best interest of the 
United States. 

We recommend the enactment of this legislation with the modifica- 
tions we have suggested. 

The Cuamman. We thank you very much, Mr. Lynn, for your 
statement. 

Are there any questions? 

Mr. Anernetuy. I would like to ask one. First let me say that I 
agree with your views. I would like to know if you have any opinion 
whether there is any necessity for such an attaché working in con- 
nection with the State Department ? 

Mr. Lynn. Yes, to this extent, Mr. Abernethy: The attaché should 
be attached to the United States Embassy abroad and provided with 
offices. I think it would be a mistake to have any United States 
representative on agriculture or otherwise not to conform with the 
general United States foreign policies relative to that country in 
which the Ambassador is the head man. 

Mr. Anernetuy. What is the general object of their being abroad 
in the first place? What do they do? 

Mr. Lynn. You mean the attachés? 

Mr. Anernernuy. Yes. 

Mr. Lynn. We are not too sure what they are doing at the present 
time. I know a great many of these agricultural attachés personally, 
and they are very high ec: aliber men. I know they are doing a lot of 
odd jobs for the Ambassaders at the present time and they are neglect- 
ing really what they are supposed to be doing over there, namely to 
help us get information as to how we can increase our exports of 
agricultural products and really keep us informed here in the United 
States as to what the situation is. 

Mr. Poacr. Would the gentleman from Mississippi yield? 

Mr. AnerRNETHY. Yes. 

Mr. Poace. Maybe I can answer that. You asked what they are 
doing now. As I see it, too many of them are acting as glorified 
county agents of the United States and feel that their job is to show 
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the pe ople of the nation to W hich they are accredited how to carry on 
| 


agriculture. I do not think that ought to be the job of our agricul- 


tural attachés. That comes properly under the point | program. I 


think our agricultural attaché a to be there with the view of 


doing two things: first, disposing of American agricultural products 
abroad: and second, pick hg up any nad ide as that he ean find abroad 
that might be helpful to American agriculture at home. 

Mr. AsernetHy. Are those the objectives for which the Service 
was created / 

Mr. Poace. As I understand it that is what it was created for but 
the Service has fallen into the hands of people not primarily interested 
in American agriculture but rather those who are primarily inter- 
ested In what they think to be the troubles ot the world on a olobal 
basis. I think we have a program of that kind in point 4. Let us 
support the point } program. sut I do not think they ought to take 
away from us the agricultural service to which our own American 
people are entitled abroad. I feel that that is the purpose of this bill, 
to bring our Foreign Avcricultural Service back to a service for Ameri 
can people rather than to dedicate it to the service of foreigners. 

Mr. Anernerny. Let me ask this question: Are there attachés 
representing other segments of our economy attached to our 
Embassies / 

Mr. Lynn. Yes, sir; the Treasury Department, the Department of 
Commerce, and Labor, Defense, and others. 

Mr. Poacr. Defense generally has three. 

Mr. Lynn. Yes, sir; they have quite a number. 

Mr. Anerneruy. Under whose supervision do they function ? 

ned Lynn. As I underst: und, most of them are under the super- 
vision of the State De ety ent, except the Treasury officers that are 
attacl ted report directly tothe Treasury here, an 1d the milit: ry attachés, 

Mr. Anernetuy. Is hss agricultural attaché in an entire ‘ly different 
category in that he is actually a representative of ia Department ot 
State, whereas others are actually representatives of their respective 
de} artments ¢ 

Mr. Lynn. I think generally speaking that is correct. I believe the 
De ‘partment of Commerce atti ichés are somewhat in the same category 
as the agricultural attache In that connection, Mr. Abernethy, one 
of the serious weaknesses of the present setup is that all of the re ports 
of these agricultural attachés, as we have oa ited out in our statement, 
have to come through the State De ‘partment re porting service, 

Mr. Apernetiy. | am getting up to that. What about the others ? 
Do they come th fouge the State De ‘partment or do they come through 
their respective departments 

Mr. Lynn. I am not well e ait informed on that particular sub- 
ject to know to what extent the others do. But I understand that the 
Defense and the Treasury, for sure, report directly to their own 
agencies, 

Mr. Aperneruy. That is all, Mr. Chairman. 

The Cuairnman. Mr. Lynn, in your statement you call attention to 
the fact that under the provisions of these bills we would be setting 
up an Agricultural Rati Service. What these officials would con- 
stitute, would be an Agricultural Foreign Service, whereas we already 
have a Foreign Agricultural Service in the Department. You suggest 


Ce ee 


Bienes —.. 
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that there should not be two gro Ups. My understanding is that the 
reason it was necessary to make the designation of Agricultural For- 
elon Service is that we al > p rovi iding th: at the offices li als who woul | be 
in the Agricultural “aah Service would have certain rights and 
privileges, in fact would keep the rights and privileges which they now 
have as members of the Foreign Service of the Unite d States. For that 
reason it was thought advisable to set up a different organization in 
order to avoid confusion. It is more of a housekeeping matter than 
anything else. 

I think there is some merit to your suggestion but would your ideas 
not ve Fully met if we did provide that this organization should be 
a part of the Foreign Agricultural Service and then say that as a 
part of the Foreign Agricultural Service they should be entitled 
the rights and privileges that are set out in the bill? 

Mr. Lynn. Certainly we would not want to make any reecommenda- 


tion that would take aw: L\ from the =e acric ultural : achés, particu- 
larly the career officers, ‘ iny of the ights and privile; sie head tiket we 
accumulated after many years of service. However, we felt, Mr. Hope, 


that that might be done in this legislation and still call them a part 
of the Foreign Agricultural Service. 

Just one more comment in that connection. I had the opportunity 
of spending about ol, years abroad since the war and I think it is 
absolute ly hecessary to br ing these attachés back in here and get them 
re-Americanized, if you please, periodically, because there is a danger 
of staying in a country for such a long time that you become rightly 
very closely associ: ated with the officials of that country, but sometimes 
you put their interests before the interests of the United States. One 
reason for our suggestion is that we think the Foreign Agricultural 
Service both abroad and here in Washington should be one and the 
same, and the Administrator of this Service and the Secretary of 
Agriculture should have a lot of freedom in rotating the people with- 
in that ae 

The Cuatrman. I agree with your service. It is just a matter of 
the ath that we want to use in making clear what we intend to do. 
Perhaps it can be accomplished in a better way than as provided 1 
the bills that we have before us. I think we understand each other 
thoroughly. 

Mr. Lynn. Yes, sir. 

The Cuatrman. Are there any further questions? If not, we thank 
you very much, Mr. Lynn, for your excellent statement. I am sure it 
will be very helpful to the committee. 

Mr. Lynn. Thank you, Mr. Chairman. 

The CHAIRMAN. We are privileged to have with us thi 1S morning 
our distinguished colleague, Mr. Whitten, from Mississippi, who is 
the author of one of the bills under consideration, H. R. 1784. The 
Chair is advised that Mr. Whitten has other engagements at which he 
is due very shortly. For that reason we would be very happy at this 
time to hear from you, Mr. Whitten. 


STATEMENT OF HON. JAMIE L. WHITTEN, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Wuirren. Thank you, Mr. Chairman. It is a pleasure to ap- 
pear before your committee on this subject. I would like to say that 
in offering this bill I was joining the chairman and other members of 
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this committee in trying to show that I, too, believe in the efforts that 
are being made to bring about a correction in a rather untenable posi- 
tion that we find ourselves in now. 

Testimony before the Appropriations Committee this year has been 
quite enlightening to me because I did not realize that our present situ- 
ation was quite as serious as it is. I would like to review some of that 
to support the reasons why this legislation is even more essential than 
might appear on its face. In the problems incident to recovery after 
World War II, and during the Korean war, it is admitted in the rec- 
ord that the Government has been following a policy which has held 
American agricultural commodities off the world market at competi- 
tive prices. This has been felt necessary by those in power—and it has 
not been limited to just the last year and this year but for a number 
of years since the war—in an effort to rehabilitate many foreign 
countries which are friendly to us. 

Did you know during the war years we had export restrictions 
against the export of some agricultural commodities at any price, even 
though the world price was much higher than the American price? 
Since the war, as one magazine referred to it, the United States has 
been a residual exporter. ‘That is the policy that has been followed and 
is followed today, to offer American farm commodities, about a bil- 
lion and a half, at prevailing world prices, which means that we 
analyze the world price and with regard to that many commodities 
we offer them at that prevailing price. But any competitor who 
reduces the price by 2 percent takes us out of the market, and to the 
extent that world purchasers need our commodities, after they get the 
foreign commodities at the price below our prevailing price which we 
have offered our commodities at, after they have bought up what they 
need, if they still need more they will then take ours at the prevailing 
price. It means that we are holding within our own country our 
farm commodities, which has resulted largely in the breakdown of our 

yrice-support system, and those commodities, in my judgment, at least, 
pri | here by reason of governmental policy, are being used by those 
who would attack the American farm program that we now have. 

The CuHatrMan. Would you yield for a question ? 

Mr. Wuirren. Yes, sir. 

The Cratrman. What our policy amounts to is that sales by the 
United States at competitive prices is considered dumping? 

Mr. Wutrren. It is. And foreign countries that want the market 
for themselves will always identify our efforts to sell competitively 
as dumping. They take the view that because we support the foreign 
commodities in our own country for the purpose of protecting the 
income of our own farmers, that it follows that we have no right to 
sell on the world market competitively but we should offer only to 
take up the slack or at the level where we support our own farmers, 
Where that fits into this problem is this: We find that the agricultural 
attachés in foreign capitals, as has been pointed out here, are selected 
subject to the approval of the State Department. The request of 
our own Department of Agriculture to those agricultural attachés 
must go to the State Department and the reports must come back 
from the State Department, provided the State Department wishes 
to. Whether thev even send the request to our folks or not is up to 
them. And whether they send the information back is up to the State 
Department. I say that at least if we had had the foreign policy of 
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bottling our commodities up in our own country that it should be a 
policy decision here and not vetoed by the Ambassador or the State 
Department representative in some individual foreign country. 

I have had attention called to numerous instances in which the 
attitude of the State Department representative abroad patie pre- 
vented foreign countries from evidencing interest in our commodities 
before they made application. You are perhaps familiar with the 
$3 million item in Germany where we could have sold cotton. The 
State Department turned thumbs down. Months were taken up try- 
ing to get ee of a $15 million sale to It: ily. 

While I differ with airy governmental policy that keeps our farm 
commodities in this country and gives the market to foreign competi- 
tors, there are reasons which those that form that policy can offer. 
but if we must have that policy, as we have it now, you should not 
charge it up to the American farmer, you should not charge the 
American commodities that we have to the American farmer as long 
as that policy keeps them here, and if that policy is to keep the 
commodities here it should be here at Washington and not under the 
present system whereby the individual State Department setup in any 
country can actually prevent our Department from sending a request 
to the agricultural attachés. They actually have the jurisdiction of 
the right to see that the agricultural attaché’s report does not even 
come back here so that we can consider these matters at the national 
policy level in Washington. 

Another thing that enters into this, from the reports that have 
come to me, is that our agricultural attachés, being connected with the 
State Department setup in any foreign country, are in the position of 
stepchildren, so to speak, in that whatever they may wish to do or what- 
ever their report may be, the State Department decides whether it has 
any merit or whether it comes back here at all or not, and it does not 
take long for that person as an individual to want to get with the 
state where, if he does do something, that is it. As it is now he may 
do all the work and then his report be pigeonholed in that foreign 
ministry. 

We of necessity are going to have to insist, as I see it, that the 
American farmer have his fair share of the world market. We can- 
not have a prosperous agriculture if we are limited to the domestic 
market. Yet Congressman Springer, in a discussion we had on this 
before, stated that in his visits fo foreign lands last summer the State 
Department’s attitude was along the line that we should restrict our- 
selves to the domestic market here and that one individual went so 
far as to recommend, in the interests of international relationship, 
that the American farmer be limited to the domestic market. We all 
know that you cannot have any prosperous agriculture if we accept 
any such policy as that. These overall things that we have had 
pointed out to us in our committee this year make it more imperative 
that agriculturalists have a sound voice abroad to get the information 
back here on a proper basis, so that in forming national policy we 
will have both sides of the matter before us. As it is now, the State 
Department can bottle up the views of the American agricultural 
attachés abroad so that you do not even have them considered here 
in the determination of national policy. 

Mr. Horan. Mr. Chairman, I am not a member of this committee 
but I served with my colleague from Mississippi for 8 or 9 years on 
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ime subcommittee and I have a high opinion of his observations 
it this time. I think that we are a little bit inclined to blame the 
State Department, because of their present setup and their present 
ittituades, Do you not think that attachés re ponsible to the Cabinet 


oflice to which they are supposed to be attached, if they were attached 
to those offices and responsible to a Cabinet officer back home, that 
that would strengthen the makeup of our State Department abroad, 
ind our embassies and other posts ¢ 

Mr. Wurrren. I think quite definitely it would help both directions. 
I think that the request from our Department of Agriculture to our 
rorelen avr ultural attachés should be a matter of rioht. I think 
we should have the right to call on them for reports and information, 
without the State Department right of veto which they have now. 
lt think that it should be a matter of right that the reports and infor- 
mation which they assimilate come back to the Department of Agricul- 
ture automatically. I would have no objection to them having to 
hile a request with the State Department and file reports with them so 
that the State Department, if they had contrary interests, or if their 
views differed, could battle it out over here. But as it ‘is now the 
State Department turns thumbs down over there and we never know 
about it here. The Department of Agriculture never gets the infor- 
mation back, There is nothing here to discuss at the national-policy 
level. 

So by all means we need to have the request the matter of right and 
the report the matter of right, so that in our own policy circles we can 
have policy views here, State Department views here, and battle 1 
out, instead of as it is now, having only the State Department views 
coming back if they see fit to have it that way. It isa matter of human 
nature. 

As long as the foreign agricultural attachés are there, and somebody 
above them decides whether they are worth 2 cents or not, it does not 
take long for them to get with the State Department and out of For- 
eign Agricultural Service so that they will be working for the boss, 
instead of working for the boss to the boss, so to speak. This overall 
national situation that we are in, and the effect of our present national 
policy, its results on agriculture, is so related to this as to absolutely 
make this essential, I think, if we are to have our proper place in the 
sun, and I mean the Department of Agriculture and its representatives. 

That is all that I have, Mr. Chairman. I ap prec late the comment 
of my friend and colleague, on our Appropriations Subcommittee, 
Congressman Horan. We have annually had to be bothered with this 
problem. We have recognized it for many years as you have, as mem- 
bers ot your committee have. 

I want to say again that developments this year before our commit- 
tee show that for a period of years the United States Government has 
been following a policy of holding our foreign commodities off world 


markets at competitive prices so as to give those markets to friendly 
countries. The resulting use of that buildup of commodities is to 


strike the farm program. It makes all of us who are familiar with 
this story realize that we have to have some relief somewhere. I want 
to say again that this is the initial start. I do not want to change 
policy or = policy as it affects : agriculture. This change in the law 
will at least put in Washington the two sides of the problem to be 
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considered and a determination of what our future trade policies are 
going to be. I do not want to leave here without saying that we have 
so many farm commodities on hand now that I realize that we cannot 
offer them all immediately at competitive prices without doing a world 
of damage. We have built them up so much that to get back into 
proper trade relationship we have got to regulate the movement back 
in because we have held them out so long, we built the quantity up to 
quite a high extent. But we are going to have to break through this 
wall around Americ: nagric ulture if we are to have a prosperous agri- 
culture or a prospe rous ¢ ountry. 

Again I want to thank you, Mr. Chairman. I appreciate your 
taking me out of order. The Appropriations Committee is meeting 
now. 

The Cuarrman. Are there any questions ? 

Mr. Harvey. Yes. 

The Cuatrman. Mr. Harvey. 

Mr. Harvey. Congressman Whitten, as you know several efforts 
have been made in the past, and Congressman Hope was one of the 
leaders, in an effort some few years ago to draft a so-called working 
agreement between the Department of Agriculture and the Depart- 
ment of State that would have brought about the ve ry thing that this 
legislation hopes to accomplish. 1 wonder if you think that the 
experience we have had in trying to work out an understanding or 
workable agreement has proved so unsuccessful that we have to “just 
about do it through actual legislative effort. ; 

Mr. Wuirren. The situation has been so bad that any agreement to 
improve it is that much better. But I think that there can be no last- 
ing benefits until the right to select these employees is in the Depart- 
ment of Agriculture, and until the request from the Department of 
Agriculture, the Foreign Agricultural Service, and the reports back, 
are a matter of right rather than the extension of some privilege by 
the State Department. Ido not think it can ever work until the selec- 
tion, the request, and the report back are matter of right. I can see 
that it might be unwise to have a State Department for agriculture 
and a State Department for commerce and all that. I can see their 
problems there. But I think that the service that these people are 
sent there to perform, and the folks who are sent there for agriculture, 
we have to insist that that is a matter of right and not a matter of 
granting us a privilege. 

I would thoroughly agree that insofar as the conduct, insofar as the 
control of the person in foreign lands, that should conform to our 
general policy in that country and properly should be identified with 
the State Department. But we can never consider agricultural in- 
terests considered properly at the policy level here unless the informa- 
tion is sent here and as it stands now the State Department can keep 
it from even being considered by just not sending the information 
back. 

Mr. Harvey. Might I ask Congressman Poage, in that draft of 
agriculture agreement—— 

The CHarrman. Just a moment, Mr. Harvey. Mr. Whitten must 
leave and I want to thank him on behalf of the committee for his in- 
terest in this matter and his appearance before the committee and for 
the excellent statement he has given. 
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Ms. Wusrrren. Thank you. I would like to point out that any time 

e Department of Agriculture or anyone else might represent that 
we are emening American commodities at world trade, if you analyze 
the penne prices for which we offer them and the distinction 
between that and truly competitive prices, you will see that in effect 
we are not trying to sell in any very extensive way. 

Mr. Harvey. Mr. Chairman, right at this point I would like to 
have in the record: What year, Yomaneemiuae Poage, was that so-called 
agreement drafted ? 

Mr. Poacr. I think it was 1951. 

Mr. Harvey. Did that so-called work agreement provide essentially 
about the same things that this legislation attempts to provide ? 

Mr. Poace. It we wild have accomplished, had it been carried out, 

most thie me things that the bill does. 
Mr. Harvey. But it did not work ? 

Mr. Poacr. That is right. 

Mr. Horan. Mr. Chairman ? 

The Cuairman. Mr, Horan. 

Mr. Horan. I think until you have the Department of Agriculture 
paying the agricultural attachés, you will not solve this problem. 

Phe Cuamman. The next witness will be Mr. Roy Battles, repre- 
sentative of the National Grange. 


STATEMENT OF ROY BATTLES, ASSISTANT TO THE MASTER OF 
* THE NATIONAL GRANGE 


Mr. Barries. Thank you, Mr. Chairman, and members of the com- 
mittee. I have a statement, also. Would you like to have me read it 
or comment on it? It is relatively short. It will take about 6 or 8 
minutes. 

The CHaimman. I think it would be better if you would go ahead 
and read it and then the committee can ask you questions. You 
may add any comments that you care to after you finish reading 
your statement. 

Mr. Barriers. My name is Roy Battles and I am assistant to the 
master of the National Grange. The National Grange appreciates the 
opportunity of appearing before this committee in sup port of H. R. 
7997, and those several other identical bills, known as the Agricultural 
Foreign Service Act of 1954. Our support is unqualified, and we 
res} ectfully urge the Congress to pass the bill. 

Our support of as bill is based primarily on this bit of Grange 
philosophy: We are faced with a serious agricultural surplus prob- 
lem, involving certain of our traditional food and fiber export com- 
modities. It is our feeling that this Nation should, and must, do 
everything possible and within reason to regain those export markets 
th: il h ave beel h lost as a Wi ly to he Ip solve this problem. Actually, we 
must try to expand those markets—seeking at all times, through a 
full, vigorous, and unqualified national policy, to secure and maintain 
oul fair share of the world’s market place. 

Our present situation as it relates to trends in exports of wheat, 
cotton, and total agricultural exports 1S clearly shown on the follow- 
ng four graphs. 
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(The graphs are as follows os 
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Mr. Barres. I have attempted there to show what the situation is. 
As you note, in 1914 we were exporting about 330 million bushels of 
wheat a year. It trended along there until the 1925 era it started 
downward and went clear on down until the war and postwar de- 
mand abroad brought up the exports to an all-time record of better 
than 500 million bushels, and now we are heading right on down again 
until this year it is expected that the total wheat exports will not total 
for the year ending July 1 more than 200 million bushels. In the case 
of cotton on the next page we figured 10-year averages there from 
1910 to 1920 and during that 10-year period it was something over 7 
million bales. 

The next 10-year period it was also over 7 million bales a year. 
And then it dropped down to slightly over 6 million bales from 500 
to 1939, and then during the war it went clear on down, and we are 
currently down to this year. For the year ending August 1 it appears 
that these exports will not be more than 3 million bales or very little 
more than 3 million bales. For the total agricultural export volume, 
as you will note by the dotted line, we went clear down during the 
depression era, clear down to almost no agricultural exports, and now 
they are back up to about where they were prior to the depression. So 
we are not making any gains. As a matter of fact, we are losing a 
little. 

On page 3, I attempted to find some indication of the total world 
market and world population or folks’ market has continually and 
sharply trended upward. ‘This is shown in the graph that we have 
here which is a report entitled “Population, Food, and Economic 
Progress,” written by a fellow named Merrill K. Bennett, of Stanford 
University, and published in 1952. 

To explain this chart, it is a little complicated, but I think it is 
easily summarized by saying that from 1900 to 1949, a 49- year period, 
world population jumped 800 million people, or about 52 percent. 
That is a tremendous rate. I looked up the meaning of this graph 
and from 1800 to 1850 world population jumped 27 percent; from 1850. 
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to 1900 it Jun iped 34 perce nt: from 1900 to 1949, as I said, 52 percent 
So that trer , is continuing. There is a market. 

On page 4, I have attempted to show on this chart that farmers are 
having to complete more and more with nonagricultural United States 
exports for their fair share of the dollars that are available abroad 


to buy the goods and services of this country. Almost 70—along 
about 70 or 80 percent of our total exports about 1900 were farm 
exports. Now we are down to 20 percent. With heavy inventories 
in business in this day and age—heavy industrial inventories—they 


are going to press for these foreign mi arkets also. So it seems to me 
that this points to a situation where we have heavy supplies of these 
commodities at home. There is a market abroad, one that must be 
expanded in the future, and we must compete with industry to get 
this job done, and that fits into this whole story. 

This committee, of course, is thoroughly familiar with the many 
things that must be done to enable the American farmer to obtain 
and maintain his fair share of the world, market place for food and 
fiber, so I shall not attempt to waste your time on that at this time. 
We would like to remind you, however, that to our way of thinking 
more than the farmer’s welfare is tied. up in this foreign-trade issue. 
Usually hungry people or further led to war. I would like to remind 
you that world food etic is not keeping up with population 
gains around the globe at this time. In other words, we are hardly 
holding our own, 

The provisions contained in this bill are but one of the things 
that must be done if we are to accomplish the above objective. Yet 
these provisions are key provisions. The Secretary of Agriculture 
is directly responsible to the Congress, the farmer, and the Nation for 

‘arrying out this Government’s obligation in effectively coping with 
the farm problem. We do not se . how he ean effectively carry out 
these responsibilities without atte direct jurisdiction over our 
agricultural attachés and other foreign personnel mentioned in H. R. 
7997. As it is now, these people—and this has been quoted by various 
C ongressmen and other witnesses—these people are hired by, paid by, 
directed by, controlled by, and are responsible only to the State Depart- 
ment, 

The State I] Jepart ment now has complete jurisdict ion over the activi- 
ties of these people, may, and does, assign them to nonagricultural 
tasks. decides what reports they may submit, when the reports shall 
be submitted, the details or the nature of the information the reports 
may include, the plan of how the information is to be assembled, de 
cides whether the person may travel to obtain reliable and accurate 
information, assigns the priority that the information has when being 
transmitted to this country, dictates whether or not the agricultural 
representative at the mission may make surveys to ascertain the possi- 
bilities of potential markets for United States food and fiber, and 
actually decides whether we shall have an agricultural representative 
at the mission, what he shall be paid and whether he deserves a pro- 
motion. This, to our way of thinking, is an impossible situation; it 
has not worked well in the past. 

The State Department, no matter how hard it tries or how high 
its objectives, cannot possibly have the full understanding of this 
special problem that is needed if we are to make real progress. Actu- 
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ally, the State Department has grown progressively less willing in 
recent years, we are told, to seriously cooperate with the Secretary 
of Agriculture. It stands to reason, therefore, that the Secretary 
of Agriculture must have general jurisdiction over all of those agricul- 
tural workers who are connected with our Foreign Service. These peo- 
ple must be generally responsible to him. They must be hired, paid, 
and promoted directly by him. Another agency of Government should 
not have the power to change or stagnate the Agricultural Secretary’s 
program, as envisioned by the intent of Congress. 

The Grange, furthermore, does not envision any serious problems 
of conflict in connection with our agricultural attachés and other for- 
eign agricultural workers, as related to our total foreign policy. This 

polic y is decided by the Congress and carried out by the P resident. 
Both the Secretary of Agriculture and the Secretary of State are 
responsible to the President. As someone said this morning, we feel 
that the Cabinet level is the place to work out these matters of conflict. 

This bill provides that the Secretary of State may reject the name 
of any officer or employee assigned abroad by the Secretary of Agri- 
culture. It further provides that when attached to a mission abroad, 
personnel of the agricultural foreign service shall conduet their 
activities in accordance with the protocol of the mission, and shall be 
subject to the general supervision of 7 head of the mission in such 
matters—except that the Secretary of Agriculture shall direct their 
technical duties. This same plan has apparently worked satisfactorily 
in the case of the military and Treasury attachés, who are currently 
responsible to the Defense and the Treasury Departments respectively 
insofar as their technical duties are concerned. We had some dis- 
cussion about that this morning. It is our understanding that the mili- 
tary and Treasury attachés are now directly responsible to the Treasury 
and the military, but that the other attachés were responsible to the 
Secretary of State. In short, we do not see in the provisions of H. R. 

7997 a danger of two foreign policies. 

We are reliably informed that this was not the case prior to 1939 
when the agricultural attachés and related workers were transferred 
from the Department of Agriculture to the State Department under 
Reorganization Plan No. 2. 

To summarize, it is the opinion of the National Grange that this bill 
is a necessary and logical step in the process of carefully and systemati- 
cally developing a sound farm program as it relates to normal and 
natural export markets for United States food and fiber and to a sound 
total foreign program. As I stated at the beginning of this testimony, 
it is the hope of the National Grange that the Congress will pass this 
measure. 

The Cramrman. We thank you very much, Mr. Battles, for your 
comprehensive statement to the committee. 

Mr. Polk? 

Mr. Potk. May I say to the committee that Mr. Battles is a former 
resident of the State of Ohio and a former resident of the district that 
I happen to have the privilege of representing. He has given many 
years of very thoughtful consideration to the farm program. We are 
very happy to have you with us here today, Mr. Battles. 

Mr. Barriers. It is a privilege to be here. It is a privilege to see 
you again. 
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The Cuarrman. Are there any questions of Mr. Battles? 

Mr. Hiut. I have a question. Have you any indication as to what 
part the industrial manufacturers of the United States have taken 
in trying to sell the manufactured articles, and even going as far as 
accepting agricultural imports in payment for them ? 

Mr. Barries. I had not heard of that one. I am fairly intimately 
acquainted with some people in the farm-machinery business and they 
are faced now with very heavy inventories, as you well know, and 
with the necessity of cutting back production. They are making at 
least several of them, a strong effort to sell abroad. The point of my 
remark is that I think we are going to have to get in there as agric ul- 
tural policy and asa national policy and not only ascertain the markets 
available but aggressively try to maintain our fair share of the sales 
that are made to that marke t, and that our national police y should be 
directed in that direction and that this provision here to put our agri- 
cultural attachés directly under the Secretary of Agriculture is a 
logical and necessary step in that whole process. 

Mr. Hii. The reason I ask that question is to lay the groundwork 
for the next one. On your page 4 you show the United ‘States agri- 
cultural exports. I do not know why you omitted it, but I would 
like to have you place right along with that the imports of agricul- 
tural products. Our good friend, Mr. Murray, who served for years 
on this committee, always said about 1900 our imports and exports of 
agricultural products were balanced and since then—and you do not 
show that—since 1900 the imports have gradually been increasing. 

I am talking about agricultural products, taking them in their 
entirety. 

Mr. Barres. I do not have those figures in front of me but I am 
sure they are approximately right. 

Mr. Hitz. I think a chart would be very enlightening if you had 
one on the 1 imports, as you have on the exports. 

Mr. Barties. I will be glad to provide one. 

Mr. Hixx. If you have a way to work it out, I would like to have it. 

Mr. Barriers. I will personally get one together. 

Mr. Huu. That is all, Mr. Chairman, 

The Crarrman. Are there any further questions? 

Mr. McMinian. For several years it has been reported that we 
have people on the United States payroll who advocate the purchase 
of farm products from other nations in preference to the products 
of the United States. Do you know if that is true? 

Mr. Barries. Do you mean in our State Department or our total 
operations ? 

Mr. McMitzan. Any Government employees. 

Mr. Barries. We have felt a sense of frustration in the Grange in 
our attempts to move in this postwar period toward some method as 
Congressman Whitten described so well, of enabling this country to 
sell on a foreign market at a competitive price, not a dumping process, 
but just a straight business transaction. 

This attitude of the State Department about urging and setting 
up policies so that foreign countries who are importers, for instance, 
Western Europe, which imports a third of its food, would buy that 
food from other countries. 








MISCELLANEOUS HEARINGS 29 


Regardless of whether that has been a policy or not, that has actually 
worked out. In our cotton situation they are getting these commodi- 
ties in other areas. 

Mr. McMinian. It is reported here that some of our own employees 
in the Bureau located in Western Germany advocate that they pur- 
chase tobacco from Greece and other areas with dollars from the 
United States. 

I understand those are the MSA employees. 

The CuatrMan. Had you concluded ¢ 

Mr. McMiuian. Yes. 

The CuatrMan. Are there any further questions? If not, we thank 
you very much. 

The Chair recognizes a former distinguished member of this com- 
mittee sitting in the back of the chamber. We would like to have you 
sit with the committee, Mr. McCarthy. 

The next witness is Mr. Homer B rinkle Vv, represe nting the National 
Council of Farmer Cooperatives. 


STATEMENT OF HOMER L. BRINKLEY, EXECUTIVE VICE PRESI- 
DENT OF THE NATIONAL COUNCIL OF FARMER COOPERATIVES 


Mr. Brinkiey. Mr. Chairman and members of the committee, I am 
very happy to have an opportunity to present a short statement on 
behalf of the National Council of Farmer Cooperatives. 

My name is Homer L. Brinkley, executive vice president of the 
National Council of Farmer Cooperatives, with offices at 744 Jackson 
Place NW., Washington, D. C. The national council is a conference 
organization whose members are farmers’ cooperative business asso- 
ciations, marketing farm products and purchasing farm production 
supplies for their members. 

At this point I would like to interpolate to this extent : Our interest 
in this particular situation is a great deal more than merely academic. 
We are intensely interested since the members of our organization 
deal in and handle farm products in a great many markets over the 
world. So some of the problems in connection with the situation that 
these bills attempt to correct. come beams very closely to us. 

[ speak for my organization when I say that I am in favor of a bill 
giving the Department of Agriculture the authori ity over the United 
States agricultural attachés in our foreign service. 

Reduced to its simplest terms, I helieve it is necessary that domestic 
agriculture through the USDA be the guiding voice with respect to 
the agricultural attachés and olficers. 

We are not satisfied with the present system of using the services 
of a third party to carry out purposes and programs. By the “third 
party” I mean the Department of State to which the agricultural 
attachés were transferred in 1939. At the same time I am not casting 
blame on that Department, for I think the fault lies in improper 
organization to get a necessary job done. Therefore, 1 want to point 
up the diffie ‘ulties which have arisen under this unworkable combined- 
service concept which started operating some 15 years ago. 

There are several very apparent reasons for our views: 

(1) United States agricultural development and problems are not 
those of 1939. The world agricultural scene has altered considerably 
in the intervening years. 








30 MISCELLANEOUS HEARINGS 


(2) Domestically there is a new Foreign Agricultural Service de- 
signed to assist the American farming industry and to provide neces 

ry information and guidance on international developments. 

(3) The foreign arm of this Service—namely, the agricultural 
attachés—should be taken out of the present system which operates 
under the State Department and be reestab lished under the USDA. 

[t is obvious to all of us that questions of food and fiber production 
in world agriculture are not the most pointed problems ; rather, the 
questions of marketing and distribution are the more pressing. We 
are authoritatively informed that food a. ‘tion around the world 
during the last crop season was at record heig rhts The total output 
was some 10 percent above prewar. 

A group of circumstances has worked to create surpluses in agricul- 
tural commodities in certain countries, and the United States finds 
itself most definitely in the latter category. The reasons for the 
sul plus situation atlecting the United States are apparent to all of us. 
We have knowledge of the revolution that has occurred on the farm 
and are aware of the current developments and those in the offing which 
will work to keep our production at high levels. 

It is accepted that export outlets for farm products of the United 
States are extremely important. It is not that the bulk of farm prod- 
ucts need to be exported from this country; rather, it is that a sus- 
tained foreign movement of our food and fiber helps to keep our farm 
economy healthy and e xpi anding. There is no need to labor the point 
of the rel: ationship of a vigorous farm economy to the total prosperity 
of the United States. We all know that a decline in the agricultural 
economy works in definite relationship to the total economy. 

Frankly, the drop in agricultural exports from the United States 
is the cause of great concern. A few figures bring the facts close to 
home. More than $4 billion worth of agricultural commodities moved 
to foreign markets during the 1951-52 marketing year. This was 
an alltime record. The contrast with the most recent marketing year 
certainly is a movement in the other direction. During 1952-53, farm 
exports only reached $2.8 billion, a resounding 30 percent drop. 

Many of our surp uses and smaller farm incomes are direc tly related 
to the market decline in exports. Since the close of the 1952-53 
marketing year certain commodities have moved in larger volume 
overseas While others remained in a depressed state. The whole ques- 
tion of the foreign movement of agricultural commodities bears close 
watching. Attention must be paid to opportunities which may open 
or can be created to improve the flow of our commodities to world 
markets, 

This is the stage in which United States agriculture fits in the total 
world situation. What can be done about it? We are heartened by the 
reorganization of the USDA which brought about a revitalized and 
strengthened Foreign Agricultural Service. The fact that a great 
deal of attention has been diverted to questions of distribution and 
marketing appeared to be moving to the heart of today’s agricultural 
problems. What I have said before clearly illustrates the need for an 
emphasis on keeping up and the finding of new outlets for American 
food and fiber. 

How can we translate the need for a different approach to an action 
program which will have real meaning to the American farmer? The 
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first step, that of revitalizing the domestic part of foreign agriculture 
is already taking place. Secondly, the appointment and senaim § ¥ 
of a larger corps of marketing specialists to advise on the movemen 
of our American farm commodities abroad is an additional step In 
the right direction. One further st p 1s needed. Phat is to bring 
T ricultural attachés to provide for a aire 


about realinement of the ' tac | 
itv to the USDA in assisting America 


attachment and responsib 


i 


fan ming mterests. 


The Agricultural Committee is well aware of the present agricul 
tural represe) tation which we have abroad, and , hieh fu ft ons 11 det 
the Departimne nt of State in the so-called combined Foreien pervice. 
My conviction is that the present system does not provide the miei ae 
to carry out obligations and the needs of American farmers. My 
personal experience oversea substantiates my thoughts on this matter 

Probably the heart of the problem does not lie with the Department 
of State. Rather. it lies in an unworkable system which divides au 


thority, divides loyalty, and hinders the type of service which coud 
be carried out otherwise. A change is needed. The change needed 
is n transfer back to the USDA of the foreign agricultural r pre 
sentatives of our Government. 

I am sure that a number of you who have closely looked into the 
situation have much better answers than myself concerning the pres 
ent problems of association under the combined loreign Service. I] 
have read with interest the hearings this committee held about 4 years 
ago relating to foreign agricultural work. With equal interest, I have 
looked over the various remedies and proposals which have been 
published on how the difficulty might be corrected. At the same time 
I remain unconvinced that any real good for either the Department of 
Agriculture or the Department of State has come about, and I remain 
of the opinion that a new approach must be tried. 

We are cognizant that the agricultural attachés are primarily nom 
inated by the Department of Agriculture to the Department of State 
for assignment overseas. We know that in most cases, the Depart- 
ment of State accepts the nomination of the USDA. Once the agri 
cultural officer arrives at his post, however, any real previous con- 
nection he may have had with American agriculture pretty well ceases. 
I say this for the obvious reason that the agricultural officer is now 
paid by the Department of State, and is directly under the super- 
vision of its representative overseas. 

Whether he is promoted is largely dependent on information on the 
particular Embassy or consulate. His reassignment or transfer from 
country to country is not necessarily dependent on the advice received 
from the USDA. Even the request for information that is needed by 
American agriculture is subject to scrutiny and approval by the De- 
partment of State before it is sent to various posts abroad, r 

The heart of the problem lies in the fact that American agriculture 
through the Department of Agriculture has only limited supervision 
over agricultural attachés and officers once they leave continental 
United States. To all intents and purposes, the agriculturalist moves 
over to a new system of employment and responsibility. It is as though 
either the Department of Agriculture or the officer abroad must take 
the most roundabout route in talking to one another. 
this case is the system which exists. 


The barrier Ink 
\ system which means that a 
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third party in all cases must be consulted or utilized before any con- 
tacts or communication is possible. 

The authority of the Department of State is defined through the 
Reorganization Act of 1939 and the Foreign Service Act of 1946, 
These two actions destroyed any real supervision of the Department 
of Agriculture had over its own foreign cfficers. 

You are as aware as I am that the entire appropriation for overseas 
agricultural attaché activities is solely and exclusively handled by 
the Department of State. You are as aware as I am that the Depart- 
ment of Agriculture has at the most a limited part in determining the 
amount of money allocated for agricultural activities. There is no 
place in the present budgetary procedure which permits the Depart- 
ment of Agriculture to express its opinion about the nature and size 
of agricultural representation in foreign countries. It follows that 
no means of justification are called for nor are ways provided whereby 
the USDA can explain its position. 

The result is an incongruous situation. On one hand, the Foreign 
Agricultural Service in the USDA is strengthened, its responsibilities 
increased, and the need to do a real survey and marketing job around 
the world is recognized. At the same time that this has been te aking 
place several agricultural officer positions in the Foreign Service have 
been cut out, and there are several important agricultural countries 
where there is no agricultural representation whatsoever. It is appar- 
ent that the two systems do not work in unison, are not designed to 
accomplish the same purpose, and, in fact, work against one another. 

Let me talk about agricultural information and communications 
fora moment. It was, indeed, shocking to learn that every commu- 
nication or request from the Department of Agriculture asking for 
overseas agricultural information must be reviewed and approved by 
the Department of State before transmission. This was brought about. 
by Executive Order 10249 which was issued in June 1951. It gives 
sole and complete authority for decision on all types of economic and 
agricultural requests to the Department of State. 

For example, if the Secretary of Agriculture wants to find out 
about the market for wheat in Brazil, or rice in Cuba, the request 
must be scrutinized and approved by the Department of State before 
forwarding to the field. If he wants to find out how much Mexican 
cotton is entering the world markets in competition with our own 
exports, he must get prior approval before sending it to Mexico City. 
If he wants to determine the marketing possibilities of American 
apples in France, the request cannot go without the approval of the 
Department of State. You name the request and the story remains 
the same. This system must be done away with. It is ineflicient and 
hinders the whole operation of the international agricultural effort of 
the United States. 

Agri icultural attachés and officers should not be considered mere sly 
as reporters of foreign developments. The job is a much larger one 
than that. In a very true and real sense they should be the repre- 
sentatives of American agriculture abroad. They should not be lim- 
ited to the task of supplying information but rather should be active 
partic ipants in the programs and policies designed to carry out and 
enlarge United States agricultural interests abroad. The present two- 
master system must be done away with and instead the attachés must 
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rejoin and become an integral part of the Foreign Agricultural 
Service. 

In conclusion, I am categorically in favor of a move which would 
bring foreign agricultural activities back to the Department of Agr 
culture. It is obvious that the Department of State should handle 
regular diplomatic and consular functions. That is the duty under 
the laws of the land. At the same time it is equally obvious that the 
Department of Agriculture is responsible for the agricultural activi- 
ties of this country. That this responsibility has been well carried 
out is evidenced by the position of progress and leadership that Ameri- 

can agriculture occupies in the world. 

Foreign developments in agriculture are no longer of passing inter- 
est to our farmers. They mean markets; they mean continued pros- 
perity; they mean that the American farmer can achieve a Just posi 
tion in our economy. We want to see that the foreign obligations are 

‘arried out proper ly. We want trained people abroad who understand 
dae rican agriculture so that we can have the best possible type of 
representation. <A direct-line agricultural foreign service supervised 
by and responsible to the Secretary of Agriculture is the step needed 
to guarantee that this will be done. 

The Cuamman. We thank you very much, Mr. Brinkley, for your 
excellent statement. 

Are there any questions ¢ 

Mr. Huu. I have a question. 

The CuarrMan. Mr. Hill has a question. 

Mr. Hiwz. Mr. Brinkley, you attended the last FAO conference, 
held in Rome ¢ 

Mr. Brinkiey. Yes, sir. 

Mr. Hitu. Representing—— 

Mr. Brinkiey. I was a member of the delegation of the United 
States at the conference, representing the National Council of Farmer 
Cooperatives. 

Mr. Hitz. That organization has in mind, of course, the integrating 
of the agricultural programs of some 70 nations; is that correct ? 

Mr. Brrnkury. Yes. 

Mr. Hitu. How can the FAO really accomplish its work—keeping 
in mind that it was headed by one of the most noted—worldwide— 
members of our agricultural experts in the United States, Mr. E. N. 
Dodd, who has appeared before this committee several times, and at 
the present moment the director general is Dr. Vince Cardon, formerly 
of the Agriculture Department. 

How can that organization, as important as it is, and I think it is 
one of the great organizations, bring about a coordination of all the 
agricultural activities throughout the world and get us working to- 
gether on some type of cooperative organization that can assist one 
another in working out the agricultural problems. 

How can that organization ever accomplish this purpose unless you 
do exactly what you are telling us this morning that we should not do? 

Mr. Brinxiey. Congressman you were also a member of the United 
States delegation. I was repeatedly pleased to find at least what I 
interpreted to be a similar reaction to some of the situations that we 
encountered over there. 

At least one thing I observed is the growth in state trading and the 
direct interest all over the world which they took in expanding their 
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markets, and to a very considerable extent some of the methods by 


which they apparently hope to keep some of our products out of their 
countries. 

Here we are in the United States attempting to develop an expanded 
foreign trade under the free-enterprise system and we immediately 


run into conflict, very sharp conflict with competitive situations over 
the world that are more or less guided and directed and controlled by 
forelen governments. 

I think that we must keep 0 private-enterprise system in our 
foreign relations. I think that by all means that kind of system sells 
more goods and does a better marketing job than you get done by 
Government operations. 

The fact remains that when we do run into that kind of competition 
it becomes all se more necessary that we have all the tools and all the 
help that we can have from our own Government in order to enable 
private indus ins to meet that very severe and sharp competition. I 
think that with the trend that trading is taking in the markets of the 
world today that it is completely and totally insufficient to have the 
kind of agricultural representations that we have abroad. 

[ think that the Government has a very direct obligation, a new obli- 
gation if you please, one very acute and far more pressing than we 
lave ever seen before, to aid private industry in the development of 
markets and the sale of our foreign products abroad. 

We cannot do it with the kind of system that we have in our present 
agricultural attaché system. We must have better people, more of 
them, more efficient service, and more directly responsible to the in- 
terests that they should serve, which is the American farmer through 
the United States Department of Agriculture. 

In the matter of market representation, in the matter of informa- 
tion on what is happening in foreign countries, information 2 days 
old is probably worth very little when you get into an acute market- 
ing situation. We need a system whereby we can have instant infor- 
mation if that is necessary. 

Information a month old is not information, it is history. So that 
is one of the weaknesses that we find in the present system. There are 
many others. I merely use that as illustrating the very serious prob- 
lem with which we are confronted. 

Mr. Hm. In the disposing of surpluses, if you recall that was one 
of the, shall I say, touchy spots in this meeting that we attended in 
Rome. 

How are you going to dispose of our surpluses of our crops without 
interfering or injuring certain agricultural areas over the world? 
That is the point that you are touching on. 

Are we going to have a worldwide organization wherein we can 
fit our agricultural products or the growing of our various types of 
food and fiber that we produce? How are you ever going to work it 
into a worldwide organization to send the surpluses that we have to 
the right spots and let you have what you are talking about? How 
can we do that? 

Mr. Brrnxiry. I do not think we can do it. On the point of a world- 
wide organization I was very much concerned with the apparent trend 
of the thinking on the part of most of the foreign countries that were 
represented at the FAO conference. 
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FAQO has changed materially. Up until the last couple of years 
their principal concern was the expansion of production all over the 
world. 

Evidence that is coming to light now indicates very clearly that 
much of that expanded production was totally and completely un- 
economic and much of it took place as a result of entirely artificial 
situations. 

Then comes the matter of competition, the competition that we meet. 
What kind of competition is it? To a very considerable extent it is 
competition that is fostered and promoted by the governments of many 
of those countries. It is not economic competition. They do not want 
to compete on a price basis at which we are able and willing to sell 
because if it was uneconomic in the beginning then it would be even 
more uneconomic under the competitive situations that our American 
farmers are willing and able to engage in in many of those markets. 

So there seemed to me to have been developed over the world in the 
past couple of years a very sharp concern over United States policies. 
Every conversation winds up with “What is the United States going 
to do with their surpluses?” They are desperately afraid of what we 
might do. 

I think there is a limit as to how long we can continue to refrain 
from the kind of competition that will begin to iron out some of these 
inequities in production, marketing, and distribution. We need to get 
our marketing situation—and I think the United States needs to lead 
the way—toward developing a competitive-market economy not only 
here but abroad. 

I think that we just need to face up to it. To do that we need help 
from our Government of many kinds. Help far short, however, of 
any implication or evidence of state trading which has been resorted 
to by so many other countries of the world. 

Take the case of some countries—and there are some that finance 
their governments by the difference between price to the farmer that 
they fix and a price at which they are able to sell. 

There is plenty of room to finance the Government. Is that a com- 
petitive situation? I think it definitely is not. So it is a very complex, 
very difficult thing. You cannot give any categorical answer. Mar- 
keting is a total of a very great many efforts by individuals and com- 
panies and firms and organizations and what have you. There is no 
easy answer to it. It isa hard, tough job. But I think that with the 
help of our Government and with the development of the foreign 
agricultural service I am very happy to see that there is more interest 
in the Department of Agriculture now than I ever remember in the 
development of marketing programs and marketing techniques and 
in the Department of Agriculture now than I ever remember in the 
keting job, both in domestic and foreign markets. 

We cannot do that through worldwide organizations which ap- 
parently some countries hope we can do through FAO. I think it is 
totally fallacious. 

The Cramman. What you have just been saying is consistent, is it 
not, with the idea of having a foreign agric ultural policy which will 
prevent the accumulation of surpluses in this country by a wise pro- 
gram of marketing, rather than finding ourselves constantly loaded 
down with surpluses which can only be marketed through State trad- 
ing or something very similar to State trading? 
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Mr. Brixxiey. Yes sir; of course we have a different marketing 
problem now. It is not an unsolvable problem by any manner of 
means. Apparently there has developed a kind of defeatist attitude, 
just the sheer magnitude of the problem scaring us to death. It can 
be done. I do not think that we can immediately mn all of the 
World War IT markets, so-called markets that we had, but certainly 
we can embark on a policy that will orient the policy and thinking 
of our Government and our marketing system and producers toward 
expanding and developing our foreign markets. 

There is room for them, there is need for it, and the job can be 
done. But we must take a positive and affirmative attitude and 
approach to it. 

Mr. Hiww. Mr. Chairman, if I may ask another question: What 
you say means that we may have to shift our agricultural production. 
That is the important thing that I think we have to get over to our 
producers in this country. 

If we are going to operate in the world that has forgotten or never 
learned or does not understand individual production, as we have in 
this country, with a country that deals totally in State production, 
what we have to do, whether we like it or not is to direct our agri- 
cultural production into lines that we may have neglected in order to 
meet a world situation in production? Isn’t that correct ? 

Mr. Brinxxiry. Precisely that. With reference to the question you 
asked the previous witness, Congressman Hill, I think the record will 
show that at the present time we are just about in balance as between 
exports and imports of agricultural commodities. 

We do not need to hide our heads in shame when it comes to talking 
about if we have to sell we have to buy. We are doing it. Certainly 
it seems to me that we need to inject a philosophy and an attitude in 
this country that agriculture must be sufficiently flexible in its produe- 
tion program, sufficiently in balance and sufficiently alert to take ad- 
vantage of opportunities that develop. 

I think that we need to be very careful that we do not freeze in 

rigid historical patterns the agric Liten al production of this country, 

a order to meet the competitive situations that we are finding to a 
greater and greater extent now in world trade, we need to have a 
flexible program. 

Mr. Horan. Will the gentleman yield? 

I would like to point out that under the reorganization, FAS, we 
have a division in the Department whose sole duty it will be to weigh 
those things of a competitive nature. 

Mr. Brinxery. It is essential that we have information that will 
acquaint farmers with market opportunities so that they can adopt 
their production pattern to those opportunities. 

Mr. Horan. In other words, we are retooling the Department of 
Agriculture to meet competitive world market conditions. 

Mr. Brrnxey. Precisely. This fits right in with that program. 

Mr. Hii. And time and information are the essence of the whole 
thing. If you find that out too late you are ruined and if you do not 
find it out in advance you are not sure of the type of crop you should 
emphasize. 

Mr. Brinkvry. You start with the timely information that you 
need. . 

The Cuamman. Mr. Andresen ?/ 
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Mr. AnprESEN. It is quite obvious that there are areas in the world 
where they need, for instance, more wheat and flour and do not get 
any to speak of at this time, or some of the other commodities that are 
in surplus quantity in this country. 

Do you see any objection to entering into bilateral agreements with 
them like many countr ies do ac tually , so that we could dispose of these 
surpluses in the countries where they are needed ¢ 

Mr. Brinkiey. Congressman, when you get into a situation where 
you have to trade with any weapon you need to trade with, you had 
better use it because if you do not somebody else will make the trade. 

Mr. Anpresen. For many years there has been a fear in our Govern- 
ment on the part of some people, at least some people in authority, 
that we may step on some other country which might have commodi- 
ties to sell and which has not gone along very far in perfecting a new 
plan to dispose of the surpluses in countries where they could be used 
and would be very welcome. 

[ know some effort has been made during the past few years for the 
Gover nment to sell our tobacco in certain countries. They have had 
men out selling tobacco, they have had men out selling citrus fruits, 
and they have had men out just recently selling canned peaches in 
England and in France to promote the sale of ¢ ‘anned peaches. They 
may have men out selling flour. I know the milling industry has 
devoted a great deal of time to trying to develop or recapture foreign 
markets for the sale of American-produced wheat. But I found in 
the last 8 or 10 years that the attitude on the part of those who made 
the policies or administer the policies, they did not want to ship out 
very much flour; they would rather ship it out in the form of wheat. 

I can mention a good many items where I think we could sell to the 
world whole milk powder, or even some cheese, and possibly some 
butter, where we could find a place to have it in the world at some 
price or in exchange for certain materials that are not produced in 
sufficient quantity in this country or that are not produced at all. 

Do you have in mind that this committee might set up some more 
direct method of dealing with these surpluses rather than to leave it to 
the discretionary power of the men who carry out the foreign trade 
policies? 

Mr. Brinkiey. Of course I subscribe to the theory and the prin- 
ciple of multilateral trading but it certainly seems to me that under 
the condition in which we find ourselves now that certain defects in the 
theory and principle of multilateral trading are becoming quite evi- 
dent for a number of reasons. 

If 1 device or 1 principle or 1 set of theories does not get the job 
done then I think we had better cast around and see what else we can 
devise and use. 

If it requires barter in certain instances, let’s barter. If it requires 
bilateral agreements, let’s do that. I do not think we had better 
abandon our adherence to the theory of multilateral trade. But the 
question is coming increasingly into my mind in recent years: With 
the tremendous growth in State trading, with the control of gov- 
ernments over your marketing techniques and procedures, and over 
production in so many areas of the world, can we hope to immediately 
or in the near future establish multilateral trade and expect it to do 
the job that we need to have done in American agriculture ¢ 
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On the question of surpluses certainly we are in a rather strained 
position at the present time with large quantities of various products. 
But I would hope that we would not be so concerned about the short- 
run aspects of that as to overlook laying a solid foundation for the 
development of a kind of marketing program that we can live with 
for a long time to come. I think we make a mistake when we set up 
these theories and establish a set of principles and adhere to them 
to the exclusion of everything else. 

I do not mean to be ruthless or anything of that sort. Certainly I 
think that we need to protect the reasonable position of friendly coun- 
tries in the marketing of surplus commodities and in developing a 
foreign marketing program generally. But I do not think we should 
be completely subservient to those views. And—— 

Mr. Anpresen. At least this committee in the past 30 years has 
tried to deal with this problem of surpluses and world markets for a 
long-range program, and I think 30 years is quite a long time. 

It does not seem as though expecting to give our food away in 
foreign countries—and a lot of it has been given away—has gotten 
very far in the Department of Agriculture or in Congress in perfect 
ing legislation that will do what you propose. 

Would you favor that all agricultural attachés should come under 
the Department of Agriculture rather to be under the jurisdiction of 
the State Department? 

Mr. Brinxiey. Yes. I have just testified to that effect. 

Mr. Anpresen. I am sorry I did not hear your entire statement. 

Mr. Horan. Mr. Chairman ? 

The CuatrrmMan. Mr. Horan. 

Mr. Horan. I am not a member of this committee, but I am very 
much interested in helping the Department of Agriculture. That is 
a phase of our total approach to foreign marketing of agricultural 
commodities. I think it is pertinent, however, to observe at this point, 
in the light of the questioning by my colleague from Minnesota, that 
practic ally all of these 18 countries in EPU have bilateral agreements 
with practically every other country in the world that they can deal 
with, excepting the United States. 

In the light of that I think that makes this all the more intelligent 
and necessary. Do you not agree with that ? 

Mr. Brinxiry. Yes; I agree with that, Congressman Horan, and 
very emphatically. This is just one of the tools that we have to have. 
We are tooling up, it seems to me, we are tooling up, and this is one 
of the pieces of machinery that we need. 

Mr. Horan. In other words, if we are going to hold Ezra Benson 
responsible for things in the United States, we do not want to shackle 
his hands when he leaves the continental United States as to any policy 
that he wants to carry on. 

Mr. Brinkiey. That is correct. You cannot separate our foreign 
and domestic policies in agriculture. They are one and the same. 

Mr. Anpresen. I have been aware of these bilateral agricultural 
agreements for many years. It seems as though we operate under 
reciprocal trade agreements or the most-favored-nation policy or the 
good-neighbor policy, so that we have to treat everybody alike. 

I would like to make some bilateral trade agreements myself and 
do some business. I favor strongly the placing of all of these agri- 
cultural attachés under the Department of Agriculture rather than 
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to have them become diplomats immediately they become attached to 
the Department. 

I would not condemn them all because there are some good agri 
tural attachés. I have also observed that they go high hat, a good 
many of them, and become diplomats rather than salesmen for the 
United States after they get into the State Department. That is all, 
Mr. Chairman. 

The Cuarrman. We thank you very much, Mr. Brinkley, for your 
statement and your appearance before the committee. 

Mr. Brinxiey. Thank you very much, sir. 

The Cnarmman. The Chair has before him a letter from Mr. John A. 
Baker, assistant to the president, National Farmers Union, which Mr. 
Baker requests to be placed in the record at this point. 

It is a statement favoring the legislation on behalf of the National 
Farmers Union. 

(The document referred to is as follows:) 

NATIONAL FARMERS UNION, 
Washington, D. C., March 22, 1954. 
Congressman CLIFFORD R. Hope, 


Chairman, House Agriculture Committee, New House Office Building, 
Washington, D. C. 

DEAR CONGRESSMAN Hope: This is to indicate our support of H. R. 77, pro- 
posed legislation to transfer supervision of technical operations of foreign agri- 
cultural attachés from the State Department to the Agriculture Department. 
We support this legislation with the understanding that Agricultural Foreign 
Service employees will be under the State Department with respect to adminis 
trative direction and political control and under the supervision of the Depart 
ment of Agriculture with respect to technical operations. 

I will appreciate your inserting this letter in the record of your hearing today. 

Sincerely yours, 
JOHN A, BAKER, 
Assistant to the President. 

The CaarrMan. The next witness is Mr. Read P, Dunn, Jr., repre- 

senting the National Cotton Council. 


STATEMENT OF READ P. DUNN, JR., DIRECTOR OF FOREIGN TRADE 
NATIONAL COTTON COUNCIL OF AMERICA 


Mr. Dunn. My name is Read P. Dunn, Jr.; I am director of the 
Foreign Trade Division of the National Cotton Council of America. 
The National Cotton Council is an organization composed of the six 
segments of the United States cotton industry—producers, ginners, 
warehousemen, cottonseed crushers, cotton merchants, and cotton 
spinner. 

The cotton industry has great interest in the maintenance and 
promotion of our foreign market outlets. It is for this reason that 
the council has requested permission to appear before this committee 
today to support legislation for strengthening the Foreign Agricul- 
tural Service. 

At the National Cotton Council’s last annual convention, which was 
held in Atlanta, Ga., on February 1 and 2 of this year, the delegate 
membership adopted a resolution related to the improvement and 
expansion of the United States Foreign Agricultural Service. The 
resolution is quoted as follows: 


That, to stimulate agricultural exports, the Foreign Agricultural Service be 
strengthened and that necessary funds be appropriated to accomplish this 
purpose : 
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That, in furtherance of this objective, policies be adopted that will attract 
superior personnel as agricultural attachés, and that diplomatic status com- 
parable with other officers in the Foreign Service be granted ; 

That, to assure adequate staffing and financing, support be given to appro- 
priations to the Department of State, and allocated to agriculture; and 

hat, to insure complete and prompt reporting service, agricultural attachés 
and other agricultural reporting officers in the Foreign Service work under the 
general administrative direction of this Nation’s ambassadors in foreign coun- 
tries, but that they be under the direct technical supervision of the Secretary 
of Agriculture 

The primary purpose of the six agricultural Foreign Service bills 
which have been introduced recently is to give the secretary of Agri- 
culture greater administrative control than he now has in the selection 
and technical supervision of our agricultural representatives abroad. 
I would like to comment briefly why this appears desirable. 

Probably the most serious problem growing out of the complete 
transfer of our foreign agricultural representatives from the Depart- 
ment of Agriculture to the Department of State in 1939 has been the 
roundabout process of communication between the Department of 
Agriculture and the agricultural attachés. In 1951 the function of 
all reporting activities was consolidated in a central reporting office in 
the State Department which has charge of all reports, cor responde nee, 
and communication between all Government agencies in Washington 
and the field, with the exception of the Departments of Defense ‘and 
Treasury. 

Under the Executive order which consolidated all reporting activi- 
ties, the State Department was given absolute authority in determin- 
ing what information is to be collected, how and when it is to be re- 
ported, and its priority. Also agricultural attachés have often been 
assigned numerous other responsibilities by the State Department out- 
side the field of agriculture. As a result the reporting schedule as 
desired by the Department of Agriculture has been so consolidated 
and retarded that the De ‘partment of Agriculture is not now receiving 
sufficient information in our judgment from abroad to intelligently 
plan its foreign agricultural activities. 

We think there should be more flexibility in the reporting schedules, 
in the assignments of the agricultural officers, and in the nature of 
the information requested as the importance of commodities and trade 
problems changes, sometimes quickly. We also think it is preferable 
to have the Department of Agriculture communicate with the agri- 
cultural attachés directly and receive re ports directly. The saving 
in time is sufficient justification for this, but there is another reason 
There have been policy problems in the past in promoting agricultural 
exports to some foreign countries. I think most of you are familiar 
with that. 

The attaché should be free to report the facts and the problems as 
he sees them to the United States Department of Agriculture. Any 
conflicts in trade policy should then be resolved between the United 
States Department of Agriculture and the State Department in Wash- 
ington and not in the field. Then the Ambassador or Minister and the 
agricultural attaché should be advised of the policy decision and that 
policy should be carried out to the letter. 

Mr. Dunn. May I interpolate, Mr. Hope, and say that Congressman 
Whitten in his remarks this morning referred to this point and made 
a statement which in our opinion is a correct statement and an excellent 
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statement of the importance of this very thing, of reconciling policy 
in Washington rather than in the field. 

Mr. Horan. That. is an awfully good point. 

Mr. Dunn. We do not think the agricultural attachés should be 
free agents. “All representatives of the United States Government 
abroad should serve under the direction of the head of the United 
States diplomatic mission abroad, 

Then, in the past it has been difficult to recruit and hold superior 
personnel in the foreign agricultural field because of cert in inequities 
in salaries, retirement benefits, and diplomatic status. The bills under 
consideration by this committee include provisions which will cor 
rect this situation and should make foreign agricultural service as a 
career more attractive. 

Another matter is administrative and travel expenses within the 
country. In too many cases the secretarial and administrative assist 
ance arranged by the embassy for the agricultural officers is entirely 
inadequate, So is the travel authorization in many countries. This 
bill would permit the Secretary of Agriculture to determine these 
administrative and travel expenses in the light of the necessity as he 
sees 1t. 

The bills under discussion would simply place the agricultural 
attachés on the same footing as the representatives of the Treasury 
Department and the Department of Defense. 

We think these changes would facilitate the promotion of our 
agricultural exports. We endorse and urge passage of H. R. 7997 
and the other identical bills which have been introduced for this 
purpose. 

The CuarrmMan. We thank you very much, Mr. Dunn, for your 
statement and for your appearance before the committee. Mr. Andre- 
sen has a question. 

Mr. Anpresen. Mr. Dunn, does the cotton council now have its own 
representatives throughout the world to promote the sale of cotton? 

Mr. Dunn. We do not have representatives who are permanently 
stationed abroad, Mr. Andresen. We do have a staff within the 
foreign-trade division many of whom travel and frequently. 

We have visited all of the countries where cotton is produced and 
where cotton is consumed, which means most of the countries of the 
world, many of them several times. 

We have someone from our staff who is abroad at least 2 or 3 times 
a year. Then we organize groups within the industry that make 
special visits. 

Mr. Anpresen. They are experts and now trying to sell cotton. 

Mr. Dunn. Yes, sir. 

Mr. ANprESEN. Do you know of anyone in the present or in the past 
from the Department of Agriculture or from the State De ‘partment 
who has assisted your industry in trying to place cotton in foreign 
markets ¢ 

Mr. Dunn. Oh, yes, sir. In the first place, we think that the agri- 
cultural attachés are of real assistance in this effort but we are sure 
they could be of greater assistance if their hands were a little freer, 
let’s say, than they are now. 

I can—— 

Mr. ANDRESEN. What do you mean by “their hands being a little 
‘reer’ 4 
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Mr. Dunn. To give an illustration, when the 550 legislation, that 
you are familiar with, Iam sure, was passed, the Department of Agri 
culture had advised the agricultural attachés through the Department 
of State that this legislation was on the books and that these agricul- 
tural commodities were available for sale under this program. 

Then it came to be a question ol negotiation with individual coun- 
trie s so that ce rtain agricultural commodities would move. We had 
no interest indicated on the part of several important countries where 
we had expected some cotton to move and a representative from the 
Department of Agriculture, one of their foreign marketing specialists, 
had gone there and had found out that other people in the diplomatic 
mission had construed this general legislation, or this general author- 
ity, in such a way as this country was not eligible. 

It. was not our opinion, it was not the opinion of the Department 
of Agriculture, but nobody here knew why a request had not come 
through from this particular country. 

Mr. Anpresen. What country was that? 

Mr. Dunn. It happened to be It: ily. I say the representatives of 
the Department of Agriculture, not an attaché but one of the cotton 
specialists on foreign commodities, working on cotton, was there and 
incidentally at the same time your group was there, Mr. Hill, with 
the FAO conference, and Mr. John Davis was there. 

So they called a conference and soon explained the four 550-country 
situation and determined that Italy was eligible. If the agricultur: vl 
attaché had been able to correspond freely with the Department of 
Agriculture T think he could have communicated the fact that other 
people had determined that Italy was not eligible and that could have 
been straightened out months before it was. 

It was just by good fortune that Mr. John Davis happened to be 
in Italy at the same time. 

Mr. Anpresen. Has any cotton been disposed of under that law, 
section 550? 

Mr. Dunn. Yes, sir. Unfortunately, we have not yet worked out 
an agreement with Italy but that is because of the confusion they have 
had in their government, the new cabinet, and evidently the people 
in the new cabinet are not quite y vet sure enough of their jobs so that 
they are in a position to sign the agreements. But we think that is 
forthcoming. 

Mr. Anpresen. What is the value of the cotton that has been dis- 
yosed of ? 

Mr. Dunn. It is not too large at the present time. It is only about 
$10 million worth of cotton to date. There are several authorizations 
in the mill which would expand that total rather significantly. 

Mr. Anpresen. Under that program the British got $20 million of 
tobacco and Italy got some tobacco, as I recollect it. Maybe they 
have better salesmen for our tobacco over there than they do for cotton. 

Mr. Dunwn. It could be. There is a rather fundamental difference 
T think in the tobacco situation which may have had something to do 
with it also. 

Mr. Anpresen. You think they can make more money out of to 
bacco than we would give them under any program than they can 
under cotton ? ; 

Mr. Dunn. It so happens that the kinds of qualities of tobacco that 
they need to expand their consumption, so I am told by Mr. Hudson, 








MISCKLLANEOUS HEARINGS 43 


are not available outside of the United States whereas there has been 
cotton available from other countries. 

Mr. Anpresen. | know we had a very good tobacco man from this 
country over there selling them tobacco or trying to promote the sale 
of it a few years ago. 

We have had some excellent men over there trying to sell citrus fruits 
and prunes and things of that kina. 

I would like to see some more good salesmen vo out and try to sell 
these commodities rather than to give them away. 

Mr. Dunn. So would we, Mr. Andresen. We do not think the agri- 
cultural attachés can do it all by themselves. We greatly favor these 
commodity specialists because an attaché cannot be a specialist in all 
commodities. If he can be assisted from time to time by an expert, 
not continuously—— 

Mr. Horan. I want to compliment the Cotton Council and tobacco 
people for their cooperation with the Department and the United 
States Government in their efforts to move their production, 

I think the Cotton Council has an outstanding record. I know the 
tobacco people do. Of course, we are trying to get the Department 
of Agriculture in such shape that they can help us all the more because 
it is all for trade, and it is a trade that is needed in many parts of the 
world. 

If we can help you folks do a better job for the people you represent, 
that is our job. I commend you. 

Mr. Anpresen. I commend the Cotton Council for cooperating with 
the Department because it is the cotton and tobacco people who got 
these sales. 

Mr. Hinz. The tobacco matter was under consideration at the time 
we were attending the FAO conference. I would not want any blame 
whatsoever placed on the agricultural attaché there. He was doing 
his ve ry best and I h: uppen to know firsthand that the Vv cannot over- 
come some of these obstacles with which they have to cope and they 
have no way in the world of even finding out what goes on behind the 
scenes. So let’s not let any blame be placed on that particular agri- 
cultural attaché because he is a real worker, in my opinion. 

Mr. Dunn. Lagree with you, Mr. Hill, and did not intend to impugn 
him, 

Mr. ANpresen. I did not, either. There are a lot of good men, but 
there are too many of them who become agricultural attachés for the 
country in which they are presently located rather than representa- 
tives of the United States Government. 

[ think, first, we ough to have a type of man who will actually repre- 
sent the United States—and that goes for the diplomatic corps, too— 
rather than to represent the country in which he is located. I must 
commend you for the position that you have taken. We hope that we 
can improve it. We do not want it confined to cotton and tobacco. 
We want to extend it over the entire agricultural economy of the 
country. 

The CHarrMan. Are there any further questions ? 

Mr. Cooley ? 

Mr. Cootry. I am sorry I am late. I had to go to the Banking and 
Currency Committee this morning on another 1 matter. Il wonder if 
Mr. Dunn told the committee about his recent mission that is now on 
the way, which just left 2 days ago. 
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Mr. Dunn. No, sir, I had not, Mr. Cooley. I can, if you like. 

Mr. Cooter. I would like to have you tell us something about it. 
The Cotton Council is participating and perhaps sponsoring that 
mission. 

Mr. Dunn. Yes, sir, this is the second of such missions. We had 
one to Kurope last vear, in which we had about 10 people. Some of 
those were from the Department of Agriculture, some from our own 
organization, some from the private laboratories in this country, and 
about four were from the manufacturing interests in this country. 

We went in an effort to help stimulate demand for cotton. We tried 
to do that in several ways. I will mention them very briefly. One, we 
showed what new qualities have been developed in fiber properties in 
this country, and how those new qualities can be better utilized in 
order to improve the present markets for cotton and to expand the 
cotton market, and especially to put cotton in a stronger position to 
meet its competition from all the other fibers with which we find our 
selves competing. 

The man handling cotton in Europe is not in the same position as 
the man who looks from his office window over a field of cotton in the 
Carolinas, let’s say. He does not have that same strong feeling. We 
have a lot to do to overcome the test-tube idea sweeping the world, 
glamorizing the idea of these new fibers. 

We tried to tell them about new ways of cleaning cotton. Under 
the mechanization program we have difficulties with trash. We have 
new ways of cleaning them, and new ways of avoiding naps. 

Mr. Cootry. The mission that left New York on Friday afternoon 
is on an around- naire l trip? 

Mr. Dunn. Yes, sir. 

Mr. Cootry. It is eld up by Dean Malcolm Campbell of the 
North Carolina State Textile School. He was on the mission that 
went to Europe last year; was he not? 

Mr. Dunn. Dean Campbell and I set up the mission last year; yes, 
sir. 

Mr. Coo.rny. I want to congratulate you on that and I also want 
to join with Mr. Andresen in saying that my trips abroad and my visits 
with agricultural attachés have impressed me very much with the fact 
that many of them, as Mr. Andresen has said, become so swallowed up 
in the diplom: itic circles that they seem to forget the fact that we have 
American agricultural produce for export. 

At every place I have ever visited I have registered an interest in 
the export of American agricultural commodities and I know that our 
Office on Foreign Agricultural Relations at one time was just dragging 
its feet and actually dying on its feet. 

I think that the gentleman here, Mr. Walter Horan, knows that the 
Appropriations Committee could justifiably put them out of business 
until our committee stimulated some business and brought about 
some reorganizations in that agency and got an active man at the 
head of it who really put them to work. 

I am sure they are doing a better job now than they were a few 
ve ars ago. 

Another thing that I have noticed, and I say this in passing, is that 
in talking to these agricultural attachés that they have been kept out in 
the outer office, away from the Ambassadors who are holding forth in 
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these places, and they have been treated like stepchildren so to speak, 
in the past. Another thing is that they are not permitted to go in 
at high levels even to confer with the Ministers of Agriculture in these 
foreign countries, 

I remember meeting one of the best men whom I have met any 
where, in Portugal. He said all I want is an audience with somebody 
who is interested in Portuguese agriculture. He could tell them a 
lot of things and of course he could create a lot of good will and prob 
ably stimulate a lot of trade. 

He could not dash into the Ambassador's office and demand to see 
the Ambassador, and naturally he could not dash into the Minister of 
Agriculture’s office, and that is the way they have been handicapped. 
I think with Mr. Horan’s help and Carl Andersen’s help, and Mr. 
Whitten, and others on the Appropriations Committee cooperating 
with this committee, we could make a real live organization out of 
thisOFAR. I think vou eall it something else now ¢ 

Mr. Dunn. Foreign Agricultural Service. 

Mr. Cootey. The Republicans put “service” up there by name. We 
want to put some action in that service to get these produc ts across 
the ocean. That is all, Mr. Chairman. 

Mr. Dt NN. We think so too, Mr. Cooley. If I might add one 
point, on authorizations to travel within the country: Many, many 
times 

Mr. Cootry. I am glad you brought that up. They have been 
handicapped by that. 

Mr. Dunn. They certainly have been. We always try to work 
closely with these people and we try to get them to go with us wherever 
we can to meet with spinners, and to mill centers, and so forth. 

Mr. Cootry. You do not have the money, do you ? 

Mr. Dunn. So often they will say that we are sorry we do not have 
enough money to travel 200 miles to the western part of the country, 
for instance. 

Mr. Cooiry. That is right, and they give those attachés about $300 
a year for an entertainment account. They will have one party for 
Congressmen and that $300 is exhausted and the -y will not have any 
more for anything else. 

I want that on the record. You will agree with me. I actually was 
ashamed to go to the agricultural attaché’s party because I knew 
that he was entertaining visiting Congressmen out of that paltry 
allowance that they were giving him for entertainment, and he should 
use that to entertain other people over there. 

Mr. Dunn. And a lot of times out of his own pocket. 

Mr. Anpresen. You recollect that last year we passed a law that 
permitted this shipment of cotton from this country to warehouses in 
foreign countries under some type of an insurance program ¢ 

Mr. Dunn. Yes, sir. 

Mr. Anpresen. How has that worked out ¢ 

Mr. Dunn. Unfortunately, Mr. Andresen, it has not been widely 
used as yet. There are many reasons for it. One, it was necessary 
to get some other regulations changed, partic a arly in the FAO, Mr. 
Stassen’s organization, with regard to what cotton was eligible for 
financing. That was just recently changed. We now think there is 
more possibility of doing something 1h) that line. 
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Mr. Hua. That is FAO, vou mean? Mr. Stassen’s organization ? 

Mr. Dunn. I got my tongue twisted, that is right, yes, sir. Mr. 
Stassen’s organization. 

Mr. Huy. Itisnow. It wasthe former FAO. 

The Cuamman. We thank you very much, Mr. Dunn, for your 
statement. 

Mr. Dunn. Thank you. 

The CHarrmMan. The next witness is Mr. J. B. Hutson. 


STATEMENT OF J. B. HUTSON, PRESIDENT, TOBACCO ASSOCIATES, 
INC., OF RALEIGH, N. C. 


Mr. Hutson. Mr. Chairman and gentlemen, I am J. B. Hutson; 
I am president of Tobacco Associates, Inc., of Raleigh, N. C., an 
organization representing the producers, exporters, and warehouse- 
men of flue-cured tobacco i bankers, merchants, and fertilizer 
dealers in the flue-cured tobacco opr qre area. 

I want to discuss briefly the bill that is now before you. I was 
among the first to be stationed overseas, by the United States Depart- 
ment of Agriculture to do the agricultural attaché type of duty. My 
particular assignment had to do with tobacco. 

[ spent 3 years in foreign countries from 1930 to 1933. Since that 
time [ have had oceasion to follow the developments of this phase of 
the Department’s program very closely. When the proposal was 
first considered, that is the proposal for combining the agricultural 
work with the other State Department work, I was sy mpathetic to 
this integration of the foreign agricultural work with the other 
programs of the State Department. 

However, now I have reluctantly—and I say this because I had 
hoped that this plan would work—TI have reluctantly come to the 
conclusion that the best interests of our agriculture would be served by 
giving the Secretary of Agriculture greater administrative and tech- 
nical control over the activities of this country’s agricultural attachés, 
as is provided by H. R. 7997 and other bills. 

[ believe that this would result in more efficient operations and assure 
the maintenance of personnel of the highest caliber for agriculture 
at - oversea posts. 

[ do not think this will cure all of our agricultural export problems. 
It comes down to about this, as I see it: You station a man in an 
Embassy overseas and if he is entirely responsible to the State Depart- 
ment—and I am not one of those that is all critical; they are doing the 
best job they can in the State Department—he cannot be aggressive 
in presenting his views. He is down the line in the organization and 
if he is too aggressive in presenting his views he may antagonize some- 
one and will make it difficult for him to proceed and do his work in a 
normal way. 

Mr. Horan. Mr. Hutson, we must not regard this bill as an attack 
on the State Department at all. We are trying to tool up the Depart- 
ment of Agriculture for the day-to-day problems that we have to face. 
We are not going to solve all of them. Tam glad you mentioned that 
because this is not a panacea. I do think it makes more sense with 
regard to the things we might do in foreign lands regarding foreign 
markets. 

Don't you think so? 
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Mr. Huson. Yes. I am in thorough agreement with you, Mr. 
Horan. 

Mr. Cootry. Mr. Hutson, the point I thought you were making was 
that our agriclutural attachés now are handicapped in such a way 
that they cannot become very aggressive. 

Mr. Hr rSON, That Is right. The present system. tends to stifle 
initiative on the part of the agricultural attachés. 

Mr. Cootry. They become so involved in diplomatic redtape they 
do not know what to do or how to do it. If you have an Ambassador 
who is not interested in agricultural exports, then nothing is done. 

Mr. Hutson. That is right. On February 11, 1953, representatives 
of producers, dealers, and warehousemen of all types of tobacco grown 
inthe United States, ina meeting in Washington, adopted several reso- 
lutions on foreign trade, including the following: 

That the work undertaken by the Office of Foreign Agricultural Relations of 
the United States Department of Agriculture be expanded and that the staff 
actively promote the sale of United States farm products in foreign countries. 

I believe that the provisions of H. R. 7997 and companion bills are 
In conformity with this resolution. I want to make one further sug- 
gestion, referring back to Mr. Lynn’s testimony. 

Along toward the latter part of his statement he referred to this 
question of having the agricultural attaché a part of the staff, sug- 
gesting that maybe some part of the bill should be changed. I am in 
thorough agreement with Mr. Lynn’s remarks on that point. This 
agricultural attaché as I see it, must be a part of the staff of the 
Embassy if he is to do his most effective work. He should be freer 
and should feel freer to express his views. 

Che lines of communication should be more direct than they have 
been between the Department of Agriculture and the attaché. But 
the policy determinations should be made by the State Department, 
as I see it, after hearing the views of the Secretary of Agriculture. 

The Crarmman. You say they should not be made by the State 
Department. Should they not be made by the President ? 

Mr. Hurson. If they are in disagreement; yes. 

The Cuamman. You do not think the Secret: iry of Agriculture 
should defer to the views of the Department of State where there is a 
legitimate question at issue which is a matter of national policy y? 

Mr. Hutson. The only point I want to make there, Mr. Chairman, 
that we can have only one foreign policy. 

The Cuamman. Certainly. 

Mr. Hutson. This agricultural work should be integrated in the 
other work. I think the provisions of this bill will tend to enable 
the agricultural attaché to do more effective work. 

The Carman. I agree with you. 

Mr. Anpresen. I want to get your reaction. I admit we must have 
1 foreign policy but here we have 2 countries. One country we will 
say produces a great deal of rice, part of which is purchased in the 
other country. Wecanship wheat to this country that has a deficiency 
of rice. But the country that produces the rice, their ater 
representatives might protest to our State Department and say, “We 
don’t want you to ship wheat into that country because we see them 
with rice. If they buy your wheat or get your wheat they won’t be 
buying our rice any more.” 
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Who do you think should be followed ? Should we follow the 
diplomatic representations of the country that produces the rice or 
should we go ahead and find a market for our wheat in the country 
where there is a deficiency / 

Mr. Hurson. Obviously I feel that we should have free access to 
any markets that exist anvwhere in the world. While IT am not fami 
liar with a situation of the kind that you describe as hi: vee arisen, 
if one did arise, I would say that it certainly ought to be resolved in 
favor of opening the market to the American producer of ae 

There were reasons why it is easier to move tobacco under section 
550 than some other commodity. You will recall under the foreign 
aid bill tobacco was not eligible for purchase during the previous 
year whereas other agricultural commodities had authorizations out- 
standing. 

These extended for 1 year to another, and that is why it was easier 
in the earlier stages to move tobacco under section 550 than other com 
modities. Later these commodities will move under section 550. 

Mr. Anpresen. Under the Marshall plan we disposed of nearly 
$500 million worth of tobacco. 

Mr. Hurson. Yes, and sizable quantities of grain and wheat. 

Mr. Anpresen. Of course, that was a giveaway program. Every 
country that got tobacco made a lot of money out of it on the taxes 
that the ‘vy charged on the sale of the tobacco. 

Mr. Huvson. We export in total in tobacco, in raw and manufac- 
tured form, over the years, some 50 percent of the tobacco crop. 

It isa rather good-sized crop. It has been somewhere in line with 
the historical relation here as to the total quantity. 

Mr. Anpresen. Are you still interested in the tobacco end of 
exports ¢ 

Mr. Hutson. Yes, sit 

Mr. ANpRESEN. It seems to me that I read the other day that we 
were having a threat of some tobacco from some Central or Latin 
American country that was coming into the market, where they have 
gotten our seed from the United States and are selling in the foreign 
markets in competition with us. 

Do you know anything about that ? 

Mr. Hutson. Yes. They are growing tobacco practically all over 
the world. While there is a law that we cannot furnish them seed 
except for experimental vet alece they can get a small quantity of 
seed and develop their own tobacco seed. It takes only a small quan- 
tity to plant a large area, and they can get some for experimental 
purposes and soon expand their production. 

Ve are getting competition in 15 or 20 different countries, some in 
South America, some in Europe, some in Asia. 

Mr. Hitt. And Cuba, too. They are growing their own tobacco 
seed. 

Mr. Huson. That is cigarette tobacco. They are the importer 
producers of cigarette tobacco. They grow flue-cured tobacco. 

Mr. Cootry. May I ask some questions ? 

The Cuairman. Mr. Cooley. 

Mr. Cootry. You mentioned the fact that these agricultural men 
to be sent abroad under this act should become members of the staff 
of the Embassy : is that right ¢ 

Mr. Hurson. That is right. 
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Mr. Cootry. In that connection I would like to point out that IT met 
one of the best agricultural attachés we have in the service in Rome. 
He was formerly in France. After being there either 3 or 4 years he 
told me, in Rome, that he did not believe that the Ambassador in 
France ever knew who he was, or why he was there, and I met one 
after another who have never been invited by an Ambassador to staff 
conferences. 

I think, Mr. Chairman, and I say this in all earnestness, that we 
should have the State Department here before this committee so that 
the State Department will know just what has brought about the 
necessity for this committee doing something about this important 
problem. This bill deals with the Secretary of State, the Secretary 
of Agriculture, and, in one aspect, the Secretary of the Treasury. 

I think before we close hearings on this bill we should have either 
the Secretary of State or somebody representing the State Depart 
ment before this committee so that we might let them know just how 
the members of the Agriculture Committee feel about the way Agri- 
culture’s representatives have been treated in our foreign missions 
abroad. 

It is absolutely silly to think of having an agricultural attaché in 
an Embassy in Paris who is never even invited to a staff conference. 
I know in Norway it was entirely different. We had Mr. Ulrich Bey 
there. I know he was interested in agriculture and I know that he 
vave the agricultural representative or attaché every consideration. 

In many of these missions these Ambassadors are so everlastingly 
interested in diplomatic protocol that they just look on the agri- 
cultural attaché as something that is wholly unnecessary. 

I think they actually frown on the idea of our agricultural attachés 
showing any interest in American agriculture. 

Mr. Hutson. In that connection, I think that must have been a 
special case, Mr. Cooley, because I would be surprised at any place 
I went if I asked the agricultural attaché to get me an appointment 
with the Ambassador if he was not able to do it and he would 
along with me. So I am surprised- 

Mr. Cootry. Get you an appointment ? 

Mr. Hutson. Yes. 

Mr. Cootry. Let him try to get himself an appointment. I have 
talked to Ambassadors, smoking long-handled cigarettes, about agri- 
culture, and they did not even know what I was talking about. Maybe 
you have met different Ambassadors from those I met. I have seen 
just about all of them, and I know some of them who have no interest 
et all in agriculture. 

Of course you can get an engagement with the Ambassador but 
after you leave I do not know whether or not he will do anything 
to help you. In recent years, it has improved, I must say, but in 
years gone by it was bad. 

Mr. Hurson. This bill would help correct that sort of thing to the 
extent it exists. 

The Cuairman. This hearing today was set up for the purpose of 
hearing the representatives of the farm organizations. We will have 
Government departments that are interested in the matter before us at 
a later date. 
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If there are no further questions, we thank you, Mr. Hutson, for 
your appearance before the committee. 
The committee will adjourn until 10 o’clock tomorrow morning. 
The following letters were submitted to the committee for inclusion 
in the record :) 


Unrrep Fresno Frvuir AND VEGETABLE ASSOCIATION, 
Washington, D. C.. March 18, 1954 
Hon. Cirrrorp R. Hope, 
Chairman, Committee on Agriculture, House of Representatives, 
Washington, D. C. 

Dear Mr. Hope: Efforts to expand foreign trade in agricultural products are 
tinuing tas} Producers and distributors of many fresh fruits and vege 
tables need larger export outlets. If American agriculture is to be kept accu- 
rately and adequately informed of export market possibilities, currently and for 
the foreseeable future, a strong Agricultural Foreign Service in the Department 
of Agriculture is essential. Comprehensive information regarding foreign com 
petition, demand for our products, and trade restrictions is needed as a basis for 
uvgressively promoting export trade. 

The Agricultural Foreign Service of the Department of Agriculture is organ 
ized to conduct a substantial program, but needs more flexibility in its operations 
H. R. 7997 apparently generally provides the flexibility needed, and I hope it 
can be enacted into law at this session of Congress 

The only suggestion I have to offer is with respect to section 2 (a). Appar 
entlv this section permits the complete removal of employees appointed for foreign 
service in the Department from civil service, requiring only that an appointee 
shall have been a citizen of the United States for not less than 10 years and 
demonstrated loyalty to our Government. I believe such a broad exemption from 
civil-service laws is undesirable and that some further restriction should be 
placed upon appointments. While more latitude may be needed than is permitted 
by usual civil-service requirements in making such appointments, I suggest the 
measure be amended to provide that the Secretary be required to establish mini 
mum qualifications, subject to the approval of the Civil Service Commission. 

Sincerely, 


1 col 


W. KITCHEN, 
Erecutive Vice President 


NORTHWEST HorricuLTuRAL COUNCIL, 
Yakima, Wash., March 20, 1954 
Re H. R. 7997. 
Hon. CLIFFoRD R. Hopr, 
Chairman, House Agriculture Committee, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN: The Northwest Horticultural Council represents the 
growers and shippers of apples, pears, and other deciduous fruits grown in the 
States of Washington and Oregon. Our trustees have reviewed and considered 
H. R. 7997, introduced by you to create an Agricultural Foreign Service in the 
Department of Agriculture. We support this bill wholeheartedly. 

Prior to World War ITI, 28 percent of the apples and 44 percent of the winter 
pears grown in Oregon and Washington were exported. In recent years, our 
exports have been only about 10 percent of prewar. This export movement was 
a normal and integral part of our marketing program and is essential if we are 
to successfully market a normal crop. 

We strongly urge consideration of H. R. 7997 by your committee at the earliest 
possible date and that it be favorably reported to the House. 

KEnactment of this bill into law would, we believe, be of considerable assistance 
in enabling United States agricultural producers to regain access to essential 
export markets. 

Anything you can do to expedite passage of this bill will be greatly appreciated. 

Very sincerely yours, 
ERNEST FALK, Manager, 
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NATIONAL CIGAR LEAF ToRacco ASSOCIATION, IN¢ 
Washington, D. C., March 22, 1954 


Hon. Crirrorp R. Horr, 
Chairman, House Committee on 
Vew House Office Building, Washington, D. C 


toriculture . 


Dear Mr. Hore: This is with reference to H. R. 7997, the bill which you 
introduced on February 22, which would establish an Agricultural Foreign 
Service within the United States Department of Agriculture 

This association is a new organization, representing the growers and dealers 


ny Which Mr. J. B. H 
entire tobacco 
this proposed 


leaf tobacco. We heartily support the testimo 
hearing this morning in behalf of the 
to add our complete endorsement to 


in cigar 
placed in the record at the 
industry We simply wish 
legislation in our belief that it would go a 
ties now present in disposing of agricultural products in foreign markets 

this letter of endorsement can be included in the 


long Ways to cure some of the diflicul 


It will be appreciated if 
hearing record 


Sincerely yours, 
F. B. NorrHrvup, Erecutive Director 


(Whereupon, at 12:18 p. m., the committee was adjourned, to recon- 
vene at 10 a. m., Tuesday, March 23, 1954.) 
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COMMODITY EXCHANGE ACT—EN FORCEMENT PROVISIONS 


THURSDAY, MAY 13, 1954 


House or Represenvratives, 
COMMITTEE ON AGRICULTURE, 
Washington, Pe 6, 

Subcommittee No. 2 met at 10 a.m... in room 1310, New House Office 
Building, Hon. William S. Hill (chairman) presiding. 

Present : Representatives Hill (chairman), Bramblett, Golden, Har- 
rison, Abernethy, Polk, Thompson, Wheeler, and Abbitt. 

The Cuairman. The committee will come to order. 

We have a list of witnesses which has been provided me, and our 
first witness is Mr. Joseph M. Mehl, Administrator, Commodity Ex- 
change Authority, United States Department of Agriculture. The 
first bill for consideration is S. 1990, a bill to strengthen the investi- 
vation and enforcement provisions of the Commodity Exchange Act. 

(The bill, S. 1990, is as follows :) 


[S. 1990, 88d Cong., 2d sess.] 


AN ACT To strengthen the investigation and enforcement provisions of the Commodity 
Exchange Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the third sentence of section 6 (b) of the 
(Commodity Exchange Act (7 U.S. C. 15) is amended to read as follows: “For 
the purpose of securing effective enforcement of the provisions of this Act, and 
for the purpose of any investigation or proceeding under this Act, the provisions, 
including penalties, of the Interstate Commerce Act, as amended and supple- 
mented (49 U.S. C. 12, 46, 47, 48), relating to the attendance and testimony of 
Witnesses, the production of documentary evidence, and the immunity of wit- 
nesses, are made applicable to the power, jurisdiction, and authority of the 
Secretary of Agriculture (or any person designated by him), the commission, 
and any referee designated pursuant to the provisions of this Act, and to any 
person subject thereto.” 

Sec. 2. The Commodity Exchange Act is amended by adding at the end thereof 
the following new section: 

“Sec. 18. Whenever it shall appear to the Secretary of Agriculture that any 
person (other than a contract market) has engaged or is about to engage in 
any act or practice constituting a violation of any provision of this Act, or any 
rule, regulation, or order thereunder, or whenever it shall appear to the com- 
mission that a contract market has engaged or is about to engage in any such 
act or practice, the Secretary or the commission, as the case may be, in his or 
its discretion, may bring an action in the proper district court of the United 
States or the proper United States court of any Territory or other place subject 
to the jurisdiction of the United States, to enjoin such act or practice and to 
enforce compliance with this Act, or any rule, regulation, or order thereunder. 
Upon a showing that such person or such contract market has engaged or is 
about to engage in any such act or practice, a permanent or temporary injunction 
or decree or restraining order shall be granted without a bond.” 

Passed the Senate February 9 (legislative day, February 8), 1954. 

Attest : J. MarK Trice, Secretary. 


v0 








56 MISCELLANEOUS HEARINGS 


The Cuarrman. Mr. Mehl, will you give your full name and official 
title to the reporter ¢ 


STATEMENT OF JOSEPH M. MEHL, ADMINISTRATOR, COMMODITY 
EXCHANGE AUTHORITY, DEPARTMENT OF AGRICULTURE 


a HL. My name is Joseph M. Mehl and I am Administrator of 


the nmodity Exchange Autherity, United States Department of 
pi PLC ee 

I wish to make just a very few brief remarks, Mr. Chairman, and 
then, if it isagreeable to the committee, I will have you hear the other 


witnesses appearing with me on this bill, S. 1990. 

The first witness will be the Associate Solicitor of the Department 
of Avriculture, Marketing = Regulatory Laws, Mr. Charles W. 
Bucy. He will be followed by Mr. Douglas B. Bagnell, Assistant 
Administrator for ¢ ‘ompliance, Commodity Exchange Authority. 

Mr. Bucy will explain the meaning and legal effect of the language 
which this bill woul 1 add to the Commodity Exchange Act, and Mr. 
Bagnell will follow and give you some of the actual cases out of our 
experience, to show the need for this additional authority to strengthen 
the investigation and enforcement provisions of the Commodity Ex- 
change Act. 

The Commodity Exchange Act, as you know, provides for Federal 
regulation of futures trading in commodity exchanges in the United 
States, such as the Chicago Board of Trade, the New York Cotton 
Exchange. ‘There are 17 such markets now licensed under the Com- 
modity Exchange Act to conduct trade in various commodities for 
future delivery. The law covers all the grains, grain sorghums, rice, 
cotton, wool tops, butter, eges, potatoes, cottonseed oil, soybean ail, 
and other fats and oils, lard, cottonseed meal, soybean meal, ete. 
There are about 20 in all, with trading activity in 19 of them. 

During the last fiscal year the volume of trading in these commodi- 
ties in terms of money value amounted to $4514 billion. That is about 
214 times the value of all of the trading in stocks and bonds on 16 
registered security exchanges during the same period. 

The bill S. 1990 would do two things to strengthen the investigation 
and enforcement provisions of the Commodity Exchange Act. It 
would give us subpena power in conection with investigations. At the 
present time we can subpena witnesses and production of records only 
in actual procedure following a formal complaint. We do not have 
subpena power in connection with investigations. 

Mr. Asrrnetnuy. Do you have authority to institute an investiga- 
tion yourself without a complaint ? 

Mr. Menx. Unless a complaint is made we cannot subpena. 

Mr. Anernetiy. You say that unless a complaint is made you do 
not have subpena power? 

Mr. Menu. That is correct. 

Mr. Anernetity. The complaint must be made by someone outside 
your body ¢ ¢ 

Mr. Ment. No; I mean a complaint filed by the Secretary of Agri- 
culture or someone acting for the Secretary, the Under Secretary or 
Assistant Secretary. 
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Mr. Anernetiry. Why would you want subpena power before a com- 
plaint has been made ? 

Mr. Ment. I think that Mr. Bucy, when he takes over, will explain 
that to you. 

Mr. Gotpen. As I understood it the subpena power would help you 
greatly in preventing some of these abuses ? 

Mr. Ment. That is correct. 

Mr. Goutpen. If you could step in that would be helpful 

Mr. Ment, Yes, that is correct. Most of our cases are based on 
documentary evidence found in books and records, but very fre- 
quently it would be helpful if we could get statements, oral statements, 
at the time when the incidents are fresh in the minds of the members 
of the exchange, for example. I think that actually it would expedite 
investigations and procedure and would avoid what has happened in 
certain cases which Mr. Bagnell will discuss. In some instances people 
will make statements to our investigators and when we put them on 
the stand later to testify, they have changed their statements com- 
pletely. We had one case that had to be dismissed because witnesses 
we relied upon changed their story when we came to the actual case. 
Had we known this at the start we would not have instituted the pro- 
ceeding in the first place. 

So far as I know there is no opposition to this granting of subpena 
power in connection with investigations. It is a power exercised by 
other regulatory agencies of the Government. 

The other thing this bill would do would be to give the Government 

- ific statutory authority to stop by court injunction any continued 

r threatened violation of the act. I believe perhaps there might be 
some questions and some opposition to that, and I think Mr. Bucy can 
perhaps inform you on that point. 

The passage of the bill has been recommended by the Department 
of Agriculture. The bill was recommended in a letter from Under 
Secretary True D. Morse, addressed to the chairman of the Senate 
Committee on Agriculture and Forestry, under date of November 19, 
1953. IT shall be glad to insert a copy of that letter in the record if 
you so desire, Mr. Chairman. 

The CHarrMan. Without objection, you may insert a copy of the 
letter in the record at this point. 

(Letter referred to above is as follows:) 

DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., November 19, 1958. 
Hon. Grorce D. AIKEN, 
Chairman, Committee on Agriculture and Forestry, United States Senate. 

Dear SENATOR AIKEN: This is in reply to your letter of May 27, with which 
you referred S. 1990 to this Department for consideration and report. 

Section 1 of the bill would amend the Commodity Exchange Act, as amended, 
by authorizing the issuance of subpenas incident to investigations conducted in 
the administration of the act. Section 2 would authorize the Secretary of Agri- 
culture to institute injunction proceedings to enjoin violations of the Commodity 
Exchange Act and rules, regulations, and orders thereunder. 

Authority to issue investigatory subpenas, which 8. 1990 proposes to confer, 
would enable the Department to subpena witnesses and records without first hav- 
ing to conduct extended investigations with subsequent issuance of official com- 
plaints requiring formal administrative proceedings. Such authority would be of 
great help in facilitating investigations under the Commodity Exchange Act. 
The absence of such authority, exercised by other regulatory agencies, con- 
stitutes a severe handicap in the enforcement of the regulatory provisions of the 
act. 
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inj inctive authority which would be granted by section 2 of S. 1990 is 
al with that vested under other regulatory statutes. Such additional 
uld prove of assistance in the enforcement of the Commodity Ex- 





ority she 


change Act. In order, however, to preserve the statutory division of jurisdiction 


ission and the Secretary of Agricul- 


Exchange Com 
ture respecting violations of the act by contract markets and by others, respec- 


as between the Commodity 


tiv y t is suggested that the Commission, rather than the Se retary, be em 
to institute injunction proceedings involving contract markets. This 
plished by amet! ng proposed new section 13, which section 2 of 
1M ould add to the Commodity Exchange Act, to read as follows: 
s 3. Whe er it sha appear to the Secretary of Agriculture that any 
her than a contract market) has engaged or is about to engage in any 
nstituting a violation of any provision of this act, or any rule, 
eg tion, or order thereunder, and whenever it shall appear to the commission 





( ract m ket has engaged or is about to en in any such act or 





practice, the Secretary or the commission, as the case may be, in his or its dis- 
1 in the proper district court of the United States or 
per United States court of any Territory or other place subject to the 
ion of the United States, to enjoin such act or practice and to enforce 
ipliance with this Act, or any rule, regulation, or order thereunder. Upon a 
wing that such person or such contract market has engaged or is about to 


engage in any such act or practice, a permanent or temporary injunction or decree 
raining order shall be granted without a bond.” 
This Department recommends that the bill be passed. 


The Budget Bureau advises that, from the standpoint of the program of the 
resident, there is no objection to the submission of this report. 


Sincerely yours, 


TRUE D. Morse, Under Secretary. 


Mr. Meni. The proposed amendments will not involve any addi- 
tional cost or expenditure of funds. It should result in some savings 
in both time and money by way of expediting enforcement action. 

Mr. Chairman, unless there are some questions which you think I 
should answer, I should like at this time to give way to Mr. Bucy. 

The Cuamman. The bill you are speaking of, S. 1990, has already 
passed the Senate ? 

Mr. Ment. That is correct. 

The CHairman. Did you appear before the Senate Committee on 
Agriculture and Forestry on this bill ¢ 

Mr. Meni. No; I did not. I do not believe there were any formal 
hearings on the bill. 

The CHarmman. You mean that the bill was reported out of the 
Senate Committee on Agriculture and Forestry without hearings? 

Mr. Menu. That is correct. 

Mr. Anernerny. Will you please point out to us the new language 
in section 1, or is that section all new ? 

Mr. Menu. If you do not mind, I think that this would be a good 
place for Mr. Buev to take over. 





STATEMENT OF CHARLES W. BUCY, ASSOCIATE SOLICITOR, MAR- 
KETING AND REGULATORY LAWS, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. Bucy. I am Charles W. Buey, Associate Solicitor, Marketing 
and Regulatory Laws, United States Department of Agriculture. 

Mr. Abernethy, the Commodity Exchange Act at present, in regard 
to the first section of this bill, S. 1990, provides— 


hat for the purpose of securing effective enforcement of the provisions of this 
the provisions, including penalties of the Interstate Commerce Act. as 
cle Hal SU plerive ed l =. 4 14 ed title 49, secs, 12. 46. 47. and 48) 
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relating to the attendance and testimony of witnesses, the production of docu 
mentary evidence, and the immunity of witnesses, are made applicable to the 
power, jurisdiction, and authority of the Secretary of Agriculture, the said 
Commission, and said referee in proceedings under this act, and to persons 
subject to its provisions. 

The words “in proceedings” are the important words in connection 
with this proposed change. We have interpreted that since the act 
has been effective as limiting the subpena power to use in connection 
with formal administrative proceedings which have been instituted 
by complaint issued by the Secretary of Acriculture follow Ing charges 
against an individual. 

Mr. ABERNETHY. Since that is all there is to it. it 1s entir ‘ly possil le 


that the Congress probably intended to give you this power in the 
beginning and didn’t do it. 
Mr. Bt ERs The Interstate Commerce Act, which is made applicable 


here by reference, gave the Commission such subpena authority relat 
ing to any matter under investigation. In the draft they used in the 
Commodity Exchange Act the words “in proceedings,’ which 1s a 
narrower term than “investigations.” I think that Congress might 
not have given consideration to that. 

Mr. Anernetuy. Have you examined the legislative history of the 
act to see if Congress might not have had the intention of giving you 
broad power—the power you now seek? Was there any reference 
specifically upon the words “in proceedings” in the legislative history 
when the previous law was passed or anything said on the floor of the 
House in the debate? 

Mr. Bucy. Not to my knowledge. Section 2 is entirely new lan- 
guage. It provides the Secretary of Agriculture and the Commodity 
Exchange Commission, consisting of the Secretary of Agriculture, the 
Secretary of Commerce, and the Attorney General, with authority to 
bring actions to enjoin violations of the act. 

Mr. Asernetiy. Since you seek power under section 2 of the bill, 
which would effect changes, you think it should be done in order to 
bring about proper practices under the act? What enforcement 
power do you have now? 

Mr. Bucy. Only through administrative proceedings. As you 
know also, it does not give you anywhere near as rapid a means of 
effective action, and it may not be effective. A fine may not prevent 
the damage that can come from certain types of actions on exchanges. 

Mr. AperNetuy. Has a bill of this character ever heretofore been 
submitted to the Congress ? 

Mr. Bucy. I believe that there was a bill with some additional 
amendments. I do not believe that there has been a bill that dealt 
vith injunction authority. 

Mr. Anerneruy. Under this particular statute has a request ever 
been rejected by this committee or by the Congress ¢ 

Mr. Bucy. I dont think there has been a request on the injunction 
phase of the legislation. There has been a bill introduced in connec- 
tion with extending subpena power to cover investigations. 

Mr. Apernetiuy. Was there a hearing on it 4 

Mr. Bucy. I don’t believe that there was a hearing. The bill died 
in the committee without a hearing on it or a report from the commit 
tee, 
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Mr. Anernetiiy. Do you recall the Congress when it was submitted ? 
Mr. Bucy. No; I do not. I could look that up. 

Mr. Aserneriry. That is not necessary. 

Mr. Goutpex. Could you give us some example as to where you 
would need injunet Ive power an where your present procedure would 





not be quick enough to prevent damage ¢ 

Mr. Buey. You might have a situation where you have an organi- 
zation that is a large trader in the market and they have a subsidiary 
and they have some transactions with their subsidiary and as a result 
thereof they may report those transactions as hedging transactions. 
Under the Commodity Exchange Act the act fixes limits on specula- 
tion trading which limits the total amount of goods any individual 

‘an hold speculatively. In that situation you might have an organiza- 
tion with an extensive business, a large part of which they were classi- 
fying as hedging although it was entirely within their deal with the 
wholly owned and managed subsidiary. If a situation like this came 
to the attention of the administrative official and if they had the 
power of injunction or applied to the courts for an injunction it 
would be of assistance in the enforcement of the Commodity Exchange 
Act. This would give the court authority to issue injunctions upon 
application and upon the court finding that this transaction was not 
in fact a true hedging. The organization involved could be enjoined 
from maintaining that position in the market in excess of the specula- 
tive limits. 

Mr. Gotpen. It would be done with before you could get your crim- 
inal procedure under way ? 

Mr. Bucy. That is correct. In any event your criminal procedure 
would only result in a fine or imprisonment and the profits which 
might be anticipated might far exceed the fine. 

Mr. Gotpen. What are the penalties / 

Mr. Bucy. $10,000 or 1 year in prison. 

The CuatrmMan. Are there any other questions ? 

Mr. Bucy. I might say that this same authority to apply for in- 
junction is vested in the Securities Exchange Commission and has 
been for years. An authority comparable to this is in their statutory 
authority. The only difference is in the language in the last line in 
their statute, which says “upon a proper showing a permanent or tem- 
porary injunction or restraining order shall be granted without bond.” 
S. 1990 language is “Upon a showing that such person or such contract 
market has engaged or is about to engage in any such act or practice, 

1 permié wnent or temporary injune tion or decree or restraining order 
/ ill be granted without a bond.” The Securities and Exe change Com- 
mission in the administration of their acts consider this is discretion- 
ary with the court. The difference between “a proper showing” and 
“a showing” is merely in words, and the courts would not construe it 
as any slight showing would be basis for the remedy of a temporary 
restraining order. 

Another difference, in this act when passed, the authority over ex- 
changes, and the legislative history indicates the changes represented 
to the committees at that time—that the jurisdiction with respect to 
any action of exchange should be vested in 3 Cabinet officers rather 
than 1, to insure care and consideration before action is taken. The 
same thing would prevail under this provision. That authority is 
vested in this Commission, the Attorney General and the Secretary 
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of Commerce, which is a safeguard against ill-advised applications 
to the court. 

Mr. Anerneruy. To what extent is this subpena power needed ? 
There is not but one thing that concerns me about this sort of legis- 
lation, An investigatory body sits as judge, jury, and executioner, and 
indiscriminate use of the subpena by a body of that type, prying into 
the affairs of individuals and concerns, could be a ve ry dangerous 
thing. There is no judge there to weigh the differences as between the 
prosecution and the defendant, which we shall call him for lack of a 
better word, and no jury. Here we have a body that sits as judge, jury, 
prosecutor, and executioner, and with the power of subpena, with the 
purpose of prying into and investigating records and actions of an 
individual or business. That is a correct description of the situation. 

Mr. Bucy. Ican’t agree with the full description you gave. 

Mr. Anernetuy. It does sit as judge. 

Mr. Bucy. No, it does not. The Commission makes a finding in the 
case of an exchange. The three Cabinet officers make a decision. 

Mr. Apernetuy. How would the subpena authority be granted ? 

Mr. Bucy. The subpena authority, I might describe it in connection 
with the way it is handled in other regulatory statutes administered 
by the Department of Agriculture. 

We realize the importance of having substantial safeguards against 
the abuse of subpena power. It could, if indiscriminately used, cause 
substantial interference with the normal operations of business. 

We have it under the Packers and Stockyards Act, and other regu 
latory acts. We have kept that subpena authority vested in the Secre 
tary of Agriculture, so as to avoid any indiscriminate use of it. 

Mr. Asernetuy. I know, but this statute doesn’t put it in here. 

Mr. Bucy. The statute does place it in here. It says the Secretary 
of Agriculture has it. He is vested with the authority under this 
act. He could, I will say, but he would not be legally bound to exercise 
it because under your most recent reorganization act he can delegate 
to anyone in the Department the authority vested in him under any 
statutory authority. 

However, as a matter of long-standing policy, in the Department 
we have retained the authority for issuance of subpena in the Secre 
tary himself. 

Under the reorganization plan, that authority will also, or also is, 
vested in the Assistant Secretary and heads of the services of the 
Departments, which are the major bureaus, agencies, of the Depart- 
ment. 

All subpenas are subject to being submitted to the Solicitor’s Office 
before being forwarded to the secretarial level for consideration of 
whether the sy will be issued or not. 

They are issued very infrequently in instances where it is deter 
mined that the proper enforcement requires it. 

Mr. AsernerHy. You say “infrequently.” How often? 

Mr. Bucy. I would say just as an estimate in the last 2 years under 
the Packers and Stockyards Act, there have not been issued an excess 
of 4 subpenas in a year. 

Mr. Anernernuy. Is the authority for the issuance of subpena under 
that act vested with the Secretary ‘ 

Mr. Bucy. That is correct, 
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Mr. Anernetuy. Does that authority provide that he may desig- 
nate some individual if he desires to issue the subpena? 

Mr. Bucy. In fact, he presently has delegated that to the Assistant 
Secretary and the head of the Agricultural Marketing Service. 

Mr. Anernetuy. He has not vested the authority in anyone within 
the Board or Commission, or whatever it is, to institute the proceed- 
ings, has he? 

Mr. Bucy. He has not vested it in the organizational unit of the 
Department that is charged directly with the enforcement responsi- 
bility of the act in question, because it was felt that that should no 
be vested in an investigator where he could use it just because it might 
be a little more convenient for him. 

The Cuarrman. Are there any further questions? Mr. Golden ? 

Mr. Go.pen. In your act, there also is an extraordinary power, the 
Injunction, that should not be resorted to except where the cireum 
stances were very urgent, is there not ? 

Mr. Bucy. That is correct. 

Mr. Gorpen. The bill that you have prepared makes it mandatory 
on the court when showing is made. It savs that “a permanent or 
temporary injunction or decree or restraining order shall be granted 
without a bond.” 

Mr. Bucy. That is right. 

Mr. Gotpen. How effective would your act be, do you think, if you 
changed that word “shall” to “may,” so as to leave the circuit court 
judge or the Federal judge the power of discretion as to whether he 
issues the injunction or did not issue the injunction. 

Mr. Bucy. I think, Mr. Lovre, that the courts— 

Mr. Gotpen. Tam Golden. Iam sitting in another man’s chair, 

Mr. Bucy. I beg your pardon. I didn’t get your name, sir. 

Mr. Gotpen. That is all right. 

Mr. Bucy. As I understand, a provision in the Securities Exchange 
Act and related acts has been construed by that agency, and I under- 
stand from the Assistant General Counsel, in administering that bill 
he is still being subject to the usual exercise of the discretion in equity 
matters by the courts. 

I would have no objection whatever to—from a legal standpoint- 
this language being changed to the exact language of the provision 
which is in the Securities and Exchange Act. 

Mr. Gotpen. What is the difference there ? 

Mr. Bucy. The difference there is that in the Securities and Ex- 
change Act, the last phrase would read: 
and upon a proper showing a permanent or temporary injunction or restraining 
order shall be granted without bond. 

1990 reads: 


Upon a showing that such person or such contract market has engaged or is 
about to engage in any such act or practice, a permanent or temporary injunction 
or decree or restraining order shall be granted without a bond. 

In this print of the bill, which is Calendar No. 836, Report No. 836, 
of S. 1990, the change would be at line 9 on page 3, where you would 
insert in the last sentence after “shown a” the word “proper.” 

Mr. Gotpen. What is the word you would insert ? 

Mr. Bucy. The word “proper.” 
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After the word “showing” you would strike the following words : 
that such person or such contract market has engaged or is about to engage in 
uny such act or practices, 

With those changes, this provision would be identical with the pro 
vision which is presently in the Securities and Exchange Act of 1934, 
the Public Utilities Holding Company Act of 1935, the Trust Inden 
ture Act of 1939, the Investment Company Act of 1940, and the 
Investment Advisers Act of 1940, which constitute the statutory 
authority or base of the Securities and Exchange Commission. 

Mr. Gorpen. Do vou feel that it is fair in this connection where 
an injunction is asked for by some officer to have the provision that 
it shall be granted without bond ? 

Ordinarily an injunction proceeds only after the person who asks 
for it is under bond to guarantee against loss on the part of the person 
against whom the law is being invoked. 

Mr. Bucy. That is not the usual provision where it is a matter of 
the Government being the petitioning body. 

Mr. Gotpen. I think it necessarily has to have the provision without 
bond if it is being called for by public official. 

Mr. Bucy. That is right. 

Mr. Gotpen. Otherwise, you would have the liability visited on a 
public official for trying to do a public duty. 

Mr. Bucy. Yes, that is right. 

Mr. Gotpen. I have some misgiving about this word “shall” in view 
of its construction by the courts. 

Mr. Bucy. The Securities and Exchange Act has been administer 
ing those provisions since their enactment, and they have construed 
the authority to be subject to and follow the principle ‘of the Hecht 
Co, against Bowles Co. in 321 U.S. 321, which was an action in con- 
nection with a provision in respect to injunctions in the old OPA 
prior to our act, and there the court in that case did hold that the 
act was subject to the usual procedures in equity procedures. 

Mr. Goupen. Most Federal courts would exercise their discretion 
whether there is any act or not. They require an ample showing 
before they resort to an extraordinary remedy, such as injunction. 

Mr. Bucy. I believe you are correct. 

Mr. Goupen. I believe you should consider in this act that it should 
be a proper and sufficient showing. 

Mr. Bucy. I think that there would be no objection to having the 
exact language they have in the Securities and Exchange Act, and |] 
am satisfied the court would interpret “showing” as meaning a proper 
and sufficient showing and not merely an insubstantial allegation on 
ee of any Government official. 

Mr. Goupen. It should be in the act now because the people who 
apply for them ought to know that they have to make a proper and 
sufficient showing before this extraordinary remedy will be granted. 

Mr. Bucy. I think that would be a proper change in language. 1 
lave no question of the advisability of that language. . 

The Cramman. Are there any further questions? If not, Mr. 
Mehl, you say you have one more witness ? 

Mr. Menzt. Yes, Mr. Chairman, if the committee can take the time. 
I think it would be useful to us to have Mr. Bagnell tell you some of 
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the experiences that we have had and in which the use of subpena 
power would have been very helpful. 
Mr. Baenell. 


The CuairmMan. Mr. Bagnell. 


STATEMENT OF DOUGLAS B. BAGNELL, ASSISTANT ADMINISTRA- 
TOR, COMMODITY EXCHANGE AUTHORITY 


Mr. Bacnevt. Mr. Chairman, my name is Douglas B. Bagnell. I 
am Assistant Administrator for Compliance for the Commodity Ex- 
change Authority. 

I will try to tell you very briefly some of the instances in which we 
could have used subpena power and also how we feel we could use it 
in the future. I know that in our routine enforcement and investiga- 
tion work, it would be very helpful to us. 

One reason is that we frequently find that some members of the 
commodity trade have knowledge of abusive or manipulative activities 
that they are understandably reluctant to volunteer information about. 
[hese people involved are associates in business and naturally these 
people are not anxious to be in the role of voluntary informer. 

However, some of these people would welcome a chance to tell us 
what they know if it were shown to be under a subpena requiring them 
todoso. As Mr. Mehl touched upon from time to time in his opening 
remarks, much of this commodity business is by word-of-mouth 
activity. 

The way in which a trade is made on the floor of the exchange in 
the trading ring is sometimes just as significant as the actual trade, 
which is ultimately recorded and cleared through the exchange records. 

Of course, we have access to these records, but we do not always have 
access to the surrounding circumstances that were existing at the 
moment the trading was taking place. 

If we had this subpena power, we know that in some instances where 
it is apparent, or at least strong indications, that abuse is taking place, 
we could get the persons who observed it at the moment while it is still 
fresh in their minds to give us the facts, and those facts would then be 

yreserved, 

If we found it necessary upon complete investigation to file a formal 
complaint, that would be available to us and would be a tremendous 
help to us. 

We had a couple of years ago an instance where a trader in a certain 
commodity—it was eggs—bid the price up very sharply in just the 
course of a few seconds right about the close of trading. He entered 
his bid so that he didn’t get any eggs. In fact, the indications were 
to us he didn’t want any. 

He simply wanted to record a higher price. That sort of thing 
disrupts the whole marketing machinery in that those prices which are 
recorded on the exchange machine and those transactions are the basis 
of the transactions throughout the whole country in the next 24 hours, 
so that the result was that many dealers in eggs were hurt and business 
was somewhat disrupted because of this artificial and frivolous 
bidding. 

We were told immediately after this happened by trade people on 
the floor and observers on the floor of the exchange that the motive 
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behind this was that this trader didn’t want any eggs, but he wanted 
to force the price up because of antagonism toward another trader 
whom he wanted to force to pay more for eggs. 

It looked like a case of rather petty and frivolous trading. We 
filed a formal complaint. As usual it took about a year before the 
charges came up for hearing. We had the usual dilatory tactics, and 
when we put the witnesses on the stand—I can’t say now that I was 
surprised at what happened because it happens all the time—they had 
forgotten everything that happened on the floor or remembered it 
entirely different than they had a year before. 

As a result, after the testimony was finished, we moved to dis- 
miss. We don’t like to bring charges unless we can make them stick. 
That was one instance where [ am quite sure the outcome wouid have 
been different if we had had this subpena power. 

One other thing very briefly, I would like you to have before you, 
and that is that we have observed more and more frequently recently 
operations by groups of persons. 

The Commodity Exchange Commission, as you know, has fixed 
limits on the amounts that any one person may hold or control, 2 
million bushels on most grains, and 20,000 bales of cotton, and so forth. 

To some extent, these limits are being nullified by groups of persons 
associated more or less loosely, depending on circumstances, who keep 
each other advised as to what they are doing. This ranges from the 
extreme where one man dictates the whole operation to a very loose 
type of organization. If we can prove the former type, of course, 
we then would say that this person controlled the whole thing, and we 
could put it together and point out that group as 1 unit and limit them 
to the 2 million bushels or the 30,000 bales; but then from there we 
get into a looser organization where there will be 10 or 12 traders, 
scattered all over the United States, who merely keep in touch by 
long-distance telephone as to the general plan of operation, and 
thereby they may get purchases which greatly exceed the speculative 
limit and which are manipulative in effect. 

If we had subpena power, we could get access to the facts as to the 
relationship between these people who talk to who about what, and 
show in some cases that they should be considered as a group and that 
they in aggregate are manipulative in effect. 

I think, unless there are some questions, that about covers the rea- 
sons I think we should have that authority. 

The CuarrMan. Are there any questions? Mr. Golden. 

Mr. Gotpen. I think the act is very difficult to administer, and I 
think that these attempts to violate the act are very cunning. I think 
that you gentlemen who are sincere in your efforts ought to have all 
the power that you need to properly enforce them. 

Now, I want to ask you whether or not you obtain an injunction in 
an ex parte action, if that is available. 

Mr. Bucy. Mr. Golden, temporary restraining orders on a proper 
showing of irreparable damage are issued in equity jurisdictions, and 
under this provision the courts could, upon a strong showing of irre- 
parable damage to the public interests, issue a temporary restraining 
order ex parte. 

However, it is the procedure y—and by that I mean 
usually within a matter of days—set the matter for hearing as to 
whether or not a temporary injunction should be issued; so that it is 
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only in the extreme case where there is a showing of irreparable 
damage that the courts entertain restraining orders ex parte. 

Mr. Gotpen. In answer to Mr. Abernet thy’ s question, where he has 
only resorted to the extraordinary circumstances 4 times in 1 year, 
that certainly shows that there is no inclination to abuse the power. 

Mr. Bucy. That is the investigative power, sir. 

Mr. Goipen. Yes. Now, I have also been requested to ask you to 
give us an example of what kind of an action would be considered 
grounds for an injunction that might result in closing up a man’s 
business. 

Mr. Bucy. I suppose the example I gave before would not neces- 
sarily close up a man’s business. It would close up his particular 
operation, for example, if he had a position of 5 million bushels on 
the exchange, which were having a manipulative effect upon the 
market and threatened to adversely improperly affect the market, 
the injunction would restrain him in this particular instance from 
holding a position over 2 million bushels which would in effect require 
him to liquidate the 3-million-bushel excess position, which the court, 
in fact, found was speculative in nature, rather than a hedging opera- 
tion in connection with his business. 

I might say in that respect, too, that I think there is a substantial 
interrelationship between these two authorities; that the question of 
applying for the legislative relief on a proper showing may well, in 
some instances, require the prompt use of the subpena power in order 
to get the correct facts promptly and be able to submit them to the 
court for its consideration on the application for an injunction. 

The Cuamman. Mr. Harrison. 

Mr. Harrison. I wanted to ask this question: whether or not this 
power would make it easier for you to establish the fact as to whether 
or not the operation is collusion or an individual operation. 

Mr. Bucy. I think very definitely it would, sir, in the sense that 
you are dealing with people who have direct and constant business 
relations with each other. 

Frequently, you are dealing with members of the exchange of the 
same market organization, and there is bound to be a reluctance on 
the part of the people under those circumstances to talk freely. 

In any case of collusion, people don’t spell out the fact, and make 
public the fact that they are in a collusion with someone else to violate 
the law, and where you had a serious threat to the market requiring 
prompt action, I can see very well where the subpena authority would 
be extremely helpful in getting the true facts as to what was behind 
this operation in the market. 

Mr. Harrison. I can see that. That is all. 

The Carman. Are there any further questions? Mr. Polk. 

Mr. Pox. Mr. Chairman, I don’t have a question, but I would like 
to state for the record that I think Mr. Mehl and his associates made 
this point, and I was surprised to learn that you do not already have 
the authority that you requested in that bill, and it seems to me in 
this difficult and intricate situation with which you are faced that you 
should certainly have at least as much authority as is granted in the 
Securities and Exchange Act. 

Certainly, I shall support the bill which you request we report out. 

Mr. Menu. Thank you, sir. 

The Cuarmrman. Are there any other questions? If not, we have 
another witness on another bill. 
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INCLUDE WOOL UNDER COMMODITY EXCHANGE ACT 


The CuarrmMan. We will now consider S. 2313. 
(The bill, S. 2313, is as follows:) 


[S. 2313, 83d Cong., 2d sess. ] 
AN ACT To amend the Commodity Exchange Act in order to include wool among the 
commodities regulated by such Act 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the third sentence of section 2 (a) of 
the Commodity Exchange Act, as amended, is amended by inserting “wool,” after 
the comma following “(Irish potatoes). 

Sec. 2. This Act shall take effect sixty days after the date of its enactment. 

Passed the Senate February 9 (legislative day, February 8), 1954. 

Attest: 

J. MarK Trice, Secretary. 


STATEMENT OF JOSEPH M. MEHL, ADMINISTRATOR, COMMODITY 
EXCHANGE AUTHORITY, DEPARTMENT OF AGRICULTURE 


Mr. Ment. Mr. Chairman, so far as we know, there is no opposition 
to that bill, and the only effect of the bill is to include grease wool 
among the commodities covered by the Commodity Exchange Act. 

The wool product now known as wool tops was brought under the 
act by a special amendment in 1938, similar to the present proposed 
amendment, and western woolgrowers then urged that trading in 
grease wool be regulated the same as wool tops almost from the be- 
ginning of trading in grease wool, which started in 1941, after the 
act had been amended to include wool tops. 

Again, passage of this bill has been recommended by the United 
States Department of Agriculture; and if you like, I will be glad to 
put the letter of the acting Secretary True D. Morse, covering those 
recommendations in the record. 

The CHatrmMan. Without objection, it will be inserted. 

(The letter referred to above follows:) 

OctTosBER 15, 1953. 
Hon. GEorGE D. AIKEN, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, 

DEAR SENATOR AIKEN: This is in reply to your letter of July 8 with which you 
referred S. 2313 to this Department for consideration and report. 

This bill would amend the Commodity Exchange Act, as amended, by ex- 
tending its provisions to wool. The effect of the proposed amendment therefore 
would be to subject trading in wool futures to the same regulation as futures 
trading in Woo] tops (a semimanufactured form of wool) and other commodities 
now covered by the Commodity Exchange Act. 

At the time the act was amended to extend its provisions to wool tops, futures 
trading in grease wool had not been inaugurated. Futures trading in grease 
wool is now conducted in large volume, sales during the fiscal year ended June 
30, 1953, amounting to 157,956,000 pounds, clean basis. Futures trading is 
conducted in both grease wool and wool tops by the Wool Associates of the New 
York Cotton Exchange. In general, trading in both is participated in by the 


69 








70 MISCELLANEOUS HEARINGS 


same parties and handled by the same floor brokers and brokerage firms. Futures 


trading in grease wool is of considerable importance to producers, dealers, pro 
cessors, and consumers, and shou'd be subject to supervision under the provisions 
of the Commodity Exchange Act to the same extent as futures trading in wool 
tops The Department thereof recommends the enactment of S. 2313. 

As a perfecting amendment, we suggest that in line 4 of the bill the word “wool” 
be deleted and “wool,” be inserted in lieu thereof. Also, in order to provide 
opportunity for the consideration of the application of the Wool Associates of 
the New York Cotton Exchange for designation under the terms and conditions 
of the statute as a contract market for wool, we recommend that the bill be 
amended | adding as section 2 thereof, the following: 

Si 2. Th Act shall take effect 60 days after the date of its enactment.” 


rhe Bureau of the Budget advises that, from the standpoint of the program of 

the President, there is no objection to the submission of this report. 
Sincerely yours, 
True D. Morse, Acting Secretary. 

Mr. Menu. That bill was passed by the Senate under date of Feb- 
ruary 9, 1954, and I believe that bill was passed without hearings. 

The CHatrman. There was no opposition ? 

Mr. Ment. So far as we know, there is no opposition to that bill. 

Mr. Kauffman can give you some information regarding the rela- 


tive importance of these two markets, the wool tops and the grease 
wool. 


Mr. Kauffman. 


STATEMENT OF ROGER KAUFFMAN, DEPUTY ADMINISTRATOR, 
COMMODITY EXCHANGE AUTHORITY, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. Kavrrman. Mr. Chairman, just a few certificates for the record 
if you have time for them at this point. The market for wool tops, 
as Mr. Mehl stated, was begun by the Wool Association of the New 
York Cotton Exchange in 1931, The volume of trading on wool tops 
for 1951 was 190 million pounds as against 194 million pounds in 
grease wool, clean content. That is the clean basis of grease wool. 

In 1952, the volume of trading in wool tops was 170 million pounds, 
while the volume of trading in grease wool was 245 million pounds, 
clean content. In 1953, the volume of trading in wool tops was 111 
million pounds; and the volume of trading in grease wool was 109 
million pounds, clean content. 

The Cnarrman. Mr. Harrison asked that you read the last one 
again. 

Mr. Kaurrman. The volume of trading in grease wool in 1953 was 
109 million pounds, so the volume of trading in grease wool has as- 
sumed a major importance with relation to the volume in wool tops. 

It is just a matter of catching up with the history, and making the 
trading in grease wool, which is conducted on the same floor as the 
trading in wool tops, subject to the same regulations. 

It is traded in largely by the same parties, and the same orders 
are executed by the same floor brokers and the activities are handled 
by the same brokerage firms; and so far as I know there is no opposi- 
tion to the bill. 

The Cuatrman. That is what I was going to ask you. You feel 
there is no opposition to this bill? 

Mr. Kaurrman. We know of none, sir. 

The Cuarrman. Are there any questions? Mr. Golden. 
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Mr. Gotpen. I don’t know anything about this, but from what you 
say, you can regulate one kind of wool and youc annot regul: ate another. 

Mr. Kaurrman. That is because at the time Congress amended the 
( ‘ommodity Exchange Act in 1938 to apply to wool tops, there was no 
futures trading in wool: therefore, an amendment was offered on the 
floor of the Senate to a bill which was introduced and which originally 
proposed to cover wool. 

That amendment on the floor of the Senate struck out the word 
“wool” so wool tops only was left within our jurisdiction. That is 
the only reason why we have any jurisdiction over wool tops, - 
that is the reason why we do not have any jurisdiction over gre: 
wool. 

Mr. Gotpen. That covers the whole field ? 

Mr. KaurrmMan. That covers the whole fielkl. 

Mr. Gotpen. From your figures there, there is about as much trading 
in grease wool as in wool tops. 

Mr. KaurrmMan. Yes; some years there is more. 

The Cuarrman. Are there any other questions? If not, we thank 
you, Mr. Mehl and your associates, for coming up to the subcommittee 
and giving this testimony. 

We are not taking any action this morning on this matter, and we 
are excusing you. If we need you again, we will call on you. Thank 


you very much. 


Mr. Ment. Thank you, Mr. Chairman and members of the com 
mittee, 
(Thereupon, at 11:10 a. m., the committee proceeded to the con 


sideration of other business.) 
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THURSDAY, JULY 8, 1954 


Houser oF REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met at 10:10 a. m., pursuant to notice, in room 1310, 
New House Office Building, Hon. Clifford R. Hope (chairman) 
presiding. 

Present: Representatives Hope (chairman), Andresen, Hoeven, 
Dague, Lovre, Belcher, McIntire, Williams, King, Harrison, Poage, 
Grant, Gathings, Abernethy, Abbitt, Polk, and Jones. 

The CuairMan. The committee will come to order. The committee 
has met. this morning to consider several bills. The first bill, H. R. 
6393, will be discussed by Mr. Colmer, our distinguished colleague 
from Mississippi. 

(The above-mentioned document is as follows, and also H. R. 9345 :) 


[H. R. 6393, 83d Cong., 2d sess.] 
A BILL Granting the consent and approval of Congress to an interstate forest fire 
protection compact 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the consent and approval of Congress is 
hereby given to any two or more of the States of Arkansas, Louisiana, Mississippi, 
Oklahoma, and Texas to enter into the following compact relating to the preven- 
tion and controi of forest fires in the South Central region of the United States. 

The compact reads as follows: 


“SoutH CENTRAL INTERSTATE FOREST FIRE PROTECTION COMPACT 
“ARTICLE I 


“The purpose of this compact is to promote effective prevention and control of 
forest fires in the South Central region of the United States by the development 
of integrated forest fire plans, by the maintenance of adequate forest fire fighting 
services by the member states, by providing for mutual aid in fighting forest fires 
among the compacting states of the region and with states which are party to 
other Regional Forest Fire Protection compacts or agreements, and for more 
adequate forest development. 

“ARTICLE II 


“This compact shall become operative immediately as to those states ratifying 
it whenever any two or more of the States of Arkansas, Louisiana, Mississippi, 
Oklahoma, and Texas which are contiguous have ratified it and Congress has 
given consent thereto. Any state not mentioned in this article which is con- 
tiguous with any member state may become a party to this compact, subject to 
approval by the legislature of each of the member states. 


“ARTICLE III 


“In each state, the state forester or officer holding the equivalent position who 
is responsible for forest fire control shall act as compact administrator for that 
state and shall consult with like officials of the other member states and shall 
implement cooperation between such states in forest fire prevention and control. 
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‘The compact administrators of the member states shall organize to coordinate 
the services of the member states and provide administrative integration in 
carrying out the purposes of this compact. 

“There shall be established an advisory committee of legislators, forestry 
commission representatives, and forestry or forest products industries represent 
atives which shall meet from time to time with the compact administrators 
Each member state shall name one member of the Senate and one member of the 
House of Representatives, and the Goyernor of each member state shall appoint 
one representative who shall be the chairman of the state forestry commission 
or comparable official and one representative who shall be associated with forestry 
or forest products industries to Comprise the membership of the advisory com 
mittee. Action shall be taken by a majority of the compacting states, and each 
state shall be entitled to one vote 

“The compact administrators shall formulate and, in accordance with need, 
from time to time, revise a regional forest fire plan for the member states 

It shall be the duty of each member state to formulate and put in effect a 
forest fire plan for that state and tuke such measures as may be necessary to 
integrate such forest fire plan with the regional forest fire plan formulated by 


the compact administrators, 





“ARTICLE IV 


“Whenever the state forest fire control agency of a member state requests aid 
from the state forest fire control agency of any other member state in combating, 
controlling or preventing forest fires, it shall be the duty of the state forest fire 
control agency of that state to render all possible aid to the requesting agency 
Which is consonant with the maintenance of protection at home 


“ARTICLE V 


Whenever the forces of any member state are rendering outside aid pursuant 
to the request of another member state under this compact, the employees of 
such state shall, under the direction of the officers of the state to which they are 
rendering aid, have the same powers (except the power of arrest), duties, rights, 
privileges and immunities as comparable employees of the state to which they 
are rendering aid. 

“No member state or its officers or employees rendering outside aid pursuant 
to this compact shall be liable on account of any act or Omission on the part of 
such forces while so engaged, or on account of the maintenance or use of any 
equipment or supplies in connection therewith: provided, that nothing herein 
shall be construed as relieving any person from liability for his own negligent 
act or omission, Or as imposing liability for such negligent act or omission upon 
any state. 

“All liability, except as otherwise provided hereinafter, that may arise either 
under the laws of the requesting state or under the laws of the aiding state or 
under the laws of a third state on account of or in connection with a request for 
aid, shall be assumed and borne by the requesting state. 

“Any member state rendering outside aid pursuant to this compact shall be 
reimbursed by the member state receiving such aid for any loss or damage to, 
or expense incurred in the operation of any equipment answering a request for 
aid, and for the cost of all materials, transportation, wages, salaries, and main- 
tenance of employees and equipment incurred in connection with such request : 
Provided, that nothing herein contained shall prevent any assisting member 
state from assuming such loss, damage, expense or other cost or from loaning 
such equipment or from donating such service to the receiving member state 
without charge or cost. 

“Each member state shall provide for the payment of compensation and death 
benefits to injured employees and the representatives of deceased employees in 
case employees sustain injuries or are killed while rendering outside aid pursuant 
to this compact, in the same manner and on the same terms as if the injury 
or death were sustained within such state 

“For the purposes of this compact the term employee shall include any volun 
teer or auxiliary legally included within the forest fire fighting forces of the 
aiding state under the laws thereof. 

“The compact administrators shall formulate procedures for claims and reim- 
bursement under the provisions of this article, in accordance with the laws of 





e member states 
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“ARTICLE VI 


“Ratification of this compact shall not be construed to affect any existing 
statute so as to authorize or permit curtailment or diminution of the forest fire 
fighting forces, equipment, services or facilities of any member state 

“Nothing in this compact shall be construed to limit or restrict the powers of 
any state ratifying the same to provide for the prevention, control and extin 
guishment of forest fires, or to prohibit the enactment or enforcement of state 
laws, rules or regulations intended to aid in such prevention, control and 
extinguishment in such state. 

“Nothing in this compact shall be construed to affect any existing or future 
cooperative relationship or arrangement between the United States Forest 
Service and a member state or states. 


“ARTICLE VII 


“The compact administrators may request the United States Forest Service 
to act as the primary research and coordinating agency of the South Central 
Interstate Forest Fire Protection Compact in cooperation with the appropriate 
agencies in each state, and the United States Forest Service may accept the 
initial responsibility in preparing and presenting to the compact adininistrators 
its recommendations with respect to the regional fire plan. Representatives of 
the United States Forest Service may attend meetings of the compact 
administrators. 


“ARTICLE VIII 


“The provisions of Articles 1V and V of this compact which relate to mutual 
aid in combating, controlling or preventing forest fires shall be operative as 
between any state party to this compact and any other state which is party 
to a regional forest fire protection compact in another region: Provided, that 
the legislature of such other state shall have given its assent to such mutual aid 
provisions of this compact. 

“ARTICLE IX 

“This compact shall continue in force and remain binding on each state ratify 
ing it until the legislature or the Governor of such state takes action to withdraw 
therefrom. Such action shall not be effective until six months after notice 
thereof has been sent by the chief executive of the state desiring to withdraw to 
the chief executives of all states then parties to the compact.” 


[H. R. 9845, 83d Cong., 2d sess. ] 


A BILL Granting the consent and approval of Congress to the Southeastern Interstate 
Forest Fire Protection Compact 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the consent and approval of Congress 
is hereby given to the Southeastern Interstate Forest Fire Protection Compact, 
as hereinafter set out. Such compact reads as follows: 


SOUTHBASTERN INTERSTATE FOREST FIRE PROTECTION COMPACT 
ARTICLE I 


The purpose of this compact is to promote effective prevention and control 
of forest fires in the Southeastern region of the United States by the develop- 
ment of integrated forest fire plans, by the maintenance of adequate forest fire 
fighting services by the member states, by providing for mutual aid in fighting 
forest fires among the compacting states of the region and with states which are 
party to other Regional Forest Fire Protection compacts or agreements, and for 
more adequate forest protection. 


ARTICLE II 


This compact shall become operative immediately as to those states ratifying 
it whenever any two or more of the states of Alabama, Florida, Georgia, Ken 
tucky, Mississippi, North Carolina, South Carolina, Tennessee, Virginia, and 
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West Virginia, which are contiguous, have ratified it and Congress has given con- 
sent thereto. Any state not mentioned in this article which is contiguous with 
any member state may become a party to this compact, subject to approval by 
the legislature of each of the member states. 


ARTICLE III 


In each state, the state forester or officer holding the equivalent position who 
is responsible for forest fire control shall act as compact administrator for that 
stute and shall consult with like officials of the other member states and shall 
implement cooperation between such states in forest fire prevention and control. 

The compact administrators of the member states shall coordinate the services 
of the member states and provide administrative integration in carrying out the 
purposes of this compact. 

There shall be established an advisory committee of legislators, forestry con}- 
mission representatives, and forestry or forest products industries representa- 
tives which shall meet from time to time with the compact administrators. Each 
member state shall name one member of the Senate and one member of the House 
of Representatives who shall be designated by that state’s commission on inter- 
state cooperation, or if said commission cannot constitutionally designate the 
said members, they shall be designated in accordance with laws of that state; 
and the Governor of each member state shall appoint two representatives, one 
of whom shall be associated with forestry or forest products industries to com- 
prise the membership of the advisory committee. Action shall be taken by a 
majority of the compacting states, and each state shall be entitled to one vote. 

The compact administrators shall formulate and, in accordance with need, from 
time to time, revise a regional forest fire plan for the member states. 

It shall be the duty of each member state to formulate and put in effect a 
forest fire plan for that state and take such measures as may be necessary to 
integrate such forest fire plan with the regional forest fire plan formulated by 
the compact administrators. 


ARTICLE IV 


Whenever the state forest fire control agency of a member state requests aid 
from the state forest fire control agency of any other member state in combating, 
controlling, or preventing forest fires, it shall be the duty of the state forest fire 
control agency of that state to render all possible aid to the requesting agency 
which is consonant with the maintenance of protection at home. 


ARTICLE V 


Whenever the forces of any member state are rendering outside aid pursuant 
to the request of another member state under this compact, the employees of 
such state shall, under the direction of the officers of the state to which they are 
rendering aid, have the same powers (except the power of arrest), duties, rights, 
privileges, and immunities as comparable employees of the state to which they are 
rendering aid. 

No member state or its officers or employees rendering outside aid pursuant to 
this compact shall be liable on account of any act or omission on the part of such 
forces while so engaged, or on account of the maintenance, or use of any equip- 
ment or supplies in connection therewith; Provided, That nothing herein shall 
be construed as relieving any person from liability for his own negligent act 
or omission, or as imposing liability for such negligent act or omission upon any 
state. 

All liability, except as otherwise provided hereinafter, that may arise either 
under the laws of the requesting state or under the laws of the aiding state or 
under the laws of a third state on account of or in connection with a request 
for aid, shall be assumed and horne by the requesting state. 

Any member state rendering outside aid pursuant to this compact shall be 
reimbursed by the member state receiving such aid for any loss or damage to, 
or expense incurred in the operation of any equipment answering a request for 
aid, and for the cost of all materials, transportation, wages, salaries, and 
subsistence of employees and maintenance of cou pment ineurred in connection 
with such request: Provided, that nothing herein contained shall prevent any 
assisting member state from assuming such loss, damage, expense or other cost 
or from loaning such equipment or from donating such service to the receiving 
member state without charge or cost. : 
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Each member state shall provide for the payment of compensation and death 
henefits to injured employees and the representatives of deceased employees in 
case employees sustain injuries or are killed while rendering outside aid pursuant 
to this compact, in the same manner and on the same terms as if the injury or 
death were sustained within such state. 

For the purposes of this compact the term employee shall include any volunteer 
or auXiliary legally included within the forest fire fighting forces of the aiding 
state under the laws thereof. 

The compact administrators shall formulate procedures for claims and reim- 
bursement under the provisions of this article, in accordance with the laws of 
the member states. 

ARTICLE VI 


Ratification of this compact shall not be construed to affect any existing statute 
so as to authorize or permit curtailment or diminution of the forest fire fighting 
forces, equipment, services or facilities of any member state. 

Nothing in this compact shall be construed to limit or restrict the powers of 
any state ratifying the same to provide for the prevention, control and extin- 
guishment of forest fires, or to prohibit the enactment or enforcement of state 
laws, rules or regulations intended to aid in such prevention, control and 
extinguishment in such state. 

Nothing in this compact shall be construed to affect any existing or future 
cooperative relationship or arrangement between any federal agency and a 
member state or states. 


ArTICcLE VII 


The compact administrators may request the United States Forest Service to 
act as a research and coordinating agency of the Southeastern Interstate Forest 
Fire Protection Compact in cooperation with the appropriate agencies in each 
state, and the United States Forest Service may accept responsibility for pre- 
paring and presenting to the compact administrators its recommendations with 
respect to the regional fire plan. Representatives of any federal agency engaged 
in forest fire prevention and control may attend meetings of the compact 
administrators. 

ArTICLE VIII 


The provisions of Articles IV and V of this compact which relate to mutual 
aid in combating, controlling or preventing forest fires shall be operative as 
between any state party to this compact and any other state which is party to a 
regional forest fire protection compact in another region: Provided, that the 
legislature of such other state shall have given its assent to such mutual aid 
provisions of this compact. 

ARTICLE IX 


This compact shall continue in force and remain binding on each state 
ratifying it until the legislature or the Governor of such state, as the laws of 
such state shall provide, takes action to withdraw therefrom. Such action shall 
not be effective until six months after notice thereof has been sent by the chief 
executive of the state desiring to withdraw to the chief executives of all states 
then parties to the compact. 

Sec. 2. Without further submission of the compact, the consent of Congress 
is given to any State to become a party to it in accordance with its terms. 

Sec. 3. The right to alter, amend, or repeal this Act is expressly reserved. 


STATEMENT OF HON. WILLIAM M. COLMER, A REPRESENTATIVE 
IN CONGRESS FROM THE SIXTH DISTRICT OF THE STATE OF 
MISSISSIPPI 


Mr. Cotmer. Thank you, Mr. Chairman, and members of the com- 
mittee. May I say off the record just for a minute? 

(There was a discussion off the record. ) 

Mr. Corumer. Mr. Chairman, this is a companion bill in a sense to 
S. 2786 which has passed the Senate, and which, I understand, is a 
companion bill to the bill by our distinguished colleague Mr. Grant, 
pending before this committee. 
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The purpose of these bills, generally, is to permit the several States 
to enter into forest-fire compacts, prevention compacts. There orig- 
inally was a bill passed by Congress, authorizing the Northeastern 
States to enter into a compact, certain Northeastern States, for that 
purpose. That compact is now functioning. 

The bills S. 2786 and the one sponsored by our colleague, Congress- 
man Grant, the number of which I don’t have, would permit the South 
eastern States to enter into such a compact, Those States are Ala- 
b . Florida, Georgia, Kentucky, Mississippi, North Carolina, South 
Casi ie Tennessee, Virginia, and West Virgina. That is the one 
that has ami the Senate. 

The bill which I introduced and to which I am now addressing my 
self would permit the States of Arkansas, Louisiana, Mississippi, 
Oklahoma, and Texas to enter into such a compact. 

Now, it may be a bit confusing to the committee wo there should 
he two bills here. I think I can explain that very briefly by saying 
that the compacts are entered into or desired to be entered into be- 
tween States that are contiguous and which have common problems, 
where the soil is pretty much the same, the fire hazards are pretty much 
the same, et cetera. 

It so happens that the forestry people, in working this out, provided 
for Mississippi to be in two different compact areas. In other words, 
it says it is a bridge between the two compacts, and is eligible, if this 
s approved, to enter into one or both of them. 

I think I can assure you it will enter into both of them. Without 
taking too much time of the committee, let me just say that the over- 

ill purpose of this is to give the various States who enter into these 
compacts an opportunity to work together in the common purpose of 
preserving and perpetuating our forests. 

For instance, take the State of Alabama, my colleague Mr. Grant 
here, who is sponsoring a bill, H. R. 9345, and the State of Mississippi. 
They both have pretty much the same type of forests. They have the 
same problems. 

If there were a big drought in that area and forest fires broke out, 
Mississippi and Alabama could call on each other, one could call on 
the other, to go to the other’s assistance; and that would follow 
throughout these other States that are contiguous in these compacts. 

I think, Mr. Chairman, the best explanation of this is contained in a 
telegram which was addressed to you, Mr. Chairman, on yesterday 
by Senator Clem M. Hamilton of Oklahoma, chairman of the South 
Central Compact Interim Continuing Committee and Mr. Herbert L. 
Wiltsee, southern representative of the council of State governments. 

This is much more concise than my belabored efforts here, and with 
your permission I am going to ask the clerk just to read this to the 
committee, if the Chair would approve of that. 

The Cierk. This is addressed to Hon. Clifford R. Hope, chairman, 
House Agriculture Committee. 

We hope your committee will report favorably H. R. 6393 by Representative 
Colmer of Mississippi to grant congressional consent to the south central inter 
state forest fire protection compact 

This compact to promote effective prevention and control of forest fires in the 
outh central region of the United States was developed February 1953, by State 
foresters and legislators of the States involved. 

It has been ratified by overwhelming majorities in the legislatures and signed 
y the governors in 4 of the 5 States involved ineluding Arkansas, Oklahoma, 
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Mississippi, and Louisiana; and arrangements are completed for its consideration 
in the 1955 Texas biennial session. Only congressional consent is needed for the 
compact to become operative among the ratifying States. Not only have the 
South Central States indicated their united support by their expeditious rati- 
fication but the interim continuing committee for the compact, including officials 
of all five States unanimously requested favorable congressional action in meet- 
ings at Biloxi, Miss., May 26, 1953, and at Fort Monroe, Va., May 3, 1954. 

At the interim committee’s request the Council of State Govermnents is serving 
as its secretariat until the compact becomes operative The south central 
compact is similar in purpose to the northeastern forest fire Compact approved 
by Congress in 1949 in 63 Statutes 271, as well as to the southeastern compact 
recently approved by the Senate in S. 2786. 

This compact will be of material and continuing assistance to the South 
Central States in safeguarding their valuable forest resources. Congressional 
consent given during the next few weeks will enable the South Central States 
to engage in cooperative mutual aid during the autumn dry season this year 
This factor can be of considerable significance since several of the South Central 
States even now are in the third successive year of a serious drought. 

Delay in granting congressional consent obviously will defer these benefits 
until later years. We sincerely hope that your committee will report H. R. 
6393 favorably and that the House of Representatives and the Senate will pass 
the bill before adjournment. 

Mr. Anpresen. Mr. Chairman, will the gentleman allow a question ? 
Mr. Coumerr. Yes. 

Mr. Anpresen. As I understand it, your bill takes care of 4 or 5 
ates in this compact; is that correct ? 

Mr. Cotmer. That is correct. 

Mr. Anpresen. Whereas the bill passed by the Senate and intro- 
duced by Mr. Grant takes in the Southern and Southeastern and South 
Central States / 

Mr. Cotmer, Not the south central, the southeastern. 

Mr. AnprEseEN. It takes in Mississippi ? 

Mr. CoutmMer. That is right. 

Mr. ANpRESEN. Would you have any opposition to broadening your 
bill to take in the same area ? 

Mr. Cotmer. No; I would have no objection. The only difference 
is, may I say to my colleague from Minnesota, that the bills are not 
identical. I had the same purpose in mind, the same thought, that 
has entered the gentleman’s mind, and I took it up with these people 
who are sponsoring the legislation. 

While they all have a common objective, there are different pro- 
visions in the bills. For instance, the Northeastern compact limits 
their activities merely to fire fighting, and their representatives con- 
sist of the foresters. 

In the instant bill, and I think in our colleague, Mr. Grant’s bill, 
provision is made for representatives in the compact of not only the 
foresters but of a committee of legislators, et cetera. 

So, they are not identical legislation, and, therefore, I doubt if they 
could be very well included in one bill. 

The CuarrmMan. Let me ask you this question: As I understand it, 
there are two entirely different compacts involved here; isn’t that 
correct ¢ 

Mr. Co-mer. That is correct ; yes, sir. 

The Cuarrman. The only thing that would suggest that perhaps 
they could be made a single compact would be that the State of Mis- 
sissippi is in each one because, as I understand it, these compacts have 
already been set up by the States that are involved. As the compacts 
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require an approval of Congress before they can become valid, it would 
seem to me that in view of what the items of the two bills call for, we 
would have a bill here with two entirely different titles anyway, and 
what, in fact, would really be two bills, whether you put them all 
under the same number or not; isn’t that correct ¢ 

Mr. Cotmer. Thank you, Mr. Chairman. You have stated it so 
much better than I could have and anticipated what I would have 
tried to say had I followed out my answer to Mr. Andresen. 

You have got different apo in the compact: and in addition to 
that, these compacts have already been ratified by certain States. 
Now, if we were to change as situation, then it would have to go back 
before these States to get enabling acts passed by the various State 
legislatures, and that would delay the matter for another 2 or more 
years. 

In this case, the instant case, on my bill, Mississippi and Alabama 
and Louisiana have already acted, and it is expected that Texas will 
shortly, so I don’t think it would be feasible, I say to my friend from 
Minnesota, to put them in one bill, as I started out to do myself. 

Mr. Anpresen. Let me ask this: Senate bill 2786, which was in- 
troduced and sponsored by the Senator from the gentleman’s State is 
not one which answers the purpose which you have in mind? 

Mr. Cotmer. That is correct. IT understand that that bill in the 
Senate was introduced by a number of Senators. 

Mr. ANprESEN. The Senate report bears the name of the gentleman's 
Senator. 

Mr. Cotmrr. I see. 

Mr. Anpresen. Let me ask the gentleman from Mississippi: Is there 
a companion bill to your bill in the Senate ? 

Mr. Cotmer. So far as I know, Mr. Chairman, there is not. What 
we would have to do is pass it, and then we would have to get it passed 
over there. 

The Cuamman. Are there any further questions? 

Mr. McIntire. 

Mr. McIntire. Mr. Chairman, the reference has been made to the 
northeastern compact here, and I would like to ask the gentleman if 
perhaps the geographic territory covered by the pact is not of some 
Importance, because only by having States that join or are reasonably 
close to each other is it possible to tie them together to meet an emer- 
gency of fire fighting or things like that, and a State that is far 
removed wouldn’t necessarily be valuable to have in that pact. 

That should be in a section in which the “Vy are rel: atively close to each 
other, and the geographic area covered by the pact is a very important 
part of the consideration. 

Mr. Cormer. I think the gentleman has stated it correctly. Asa 
matter of fact, I don’t think that in any of these pacts there are any 
States that are not contiguous. 

Mr. McIntire. The northeastern pact grew out of the fires of 1947 
in southern Maine. At that time we drew on the other New England 
States for fire-fighting equipment and for personnel, and the pact 
which is now operative there—not onlv as pertains to States, but we are 
also associated with the provinces of Quebec and New Brunswick in 
Canada—forms the basis not only of bringing together fire fighting 
equipment in time of an emergency, but important also, it forms an 
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agreed-upon basis upon which you settle the accounts after the fire 
IS over. 

Not only the money expended, but also any liability in relation to 
damages and loss of lives or anything like that, which may be incident 
to it and out of that has grown a very important vehicle to meet any 
emergency in the area covered by the pact, and it seems like a very 
logical step with these other areas covered in these bills, that they 
would draw on the rather tragic experience we had in the Northeast 
and what has developed out of that, because it has proved to bea very, 
very hine vehicle, hot only for fire protectlo a Inuit other efforts in 
relation to presery ing the forests. 

Mr. Cotmer. Yes. 

Mr. Grant. Will the gentleman vield ? 

Mr. McIntine. Yes. 

Mr. Grant. Insofar as you know from your information and 
perience, the Northeastern pact has proved Satis factory to the States 
concerned ? 

Mr. McIntire. I have heard nothing except commendation of the 
results of their efforts and of the continuine things which need to be 
adjusted. 

It certainly is working out very well. 

Mr. Cotmer. I just wanted to say that what we are doing here is 
profiting by and capitalizing on your experience with the Northeastern 
pact. 

The Crarrman. Are there any further questions? Mr. Harrison. 

Mr. Harrison. May I ask just one question? I notice that Missis 
sippi is contained in both of these bills. Is that in any way objec 
tionable if both bills should be passed ? 

Mr. Cotmer. No, sir; the way it was worked out was that Missis 
sippi, as I said a moment ago, served as a bridge between these two 
compacts, and Mississippi can, if it sees fit, enter into both compacts. 

My understanding is that they will enter into both of them, and 
the legislature has approved them. 

Mr. Chairman, I think this is a very simple matter. We are just 
asking the consent of Congress to enter into these compacts for this 
worthy objective. 

The Cuamman. If there are no further questions, unless you have 
some further statement, Mr. Colmer, we are very happy to have you 
with us and appreciate the information you have given us. 

Mr. Cotmer. Thank you, Mr. Chairman, and I thank the com- 
mittee for having heard me. 

Pardon me, Mr. Chairman. I would like to say if the committee 
reports this bill out, although there is not a companion bill in the 
Senate, is think I can assure you that we will get it before them. 

The Cnamrman. If the gentleman is willing to take that chance, 
BR lia weesncer rar, 2m willing also. 

Mr. Cotmer. Thank you. 

The Cuatrman. Let the Chair inquire of the gentleman from Ala 
bama, Mr. Grant, having a bill covering the other compact arrange 
ment. if it is agreeable to him if we wait until the committee is in 
executive session to discuss his bill? We hope to get to that in time 
to take some action this morning. 

Mr. Grant. Yes, Mr.Chairman. That will be perfectly all right. 

(Thereupon, the committee proceeded to the consideration of other 
business, at 10: 40 a. m.) 
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THURSDAY, JULY 8, 1954 


Houskr or RepreseNTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee proceeded to the consideration of the above-men- 
tioned document at 11:40 a. m., pursuant to notice, in room 1310, New 
House Office Building, Hon. Clifford R. Hope (chairman) presiding. 

Present: Representatives Hope (chairman), Andresen, Hoeven, 
Dague, Lovre, Belcher, McIntire, Williams, King, Harrison, Poage, 
Grant, Gathings, Abernethy, Abbitt, Polk, and Jones. 

The Cnarrman. The next bill to be considered by the committee is 
S. 2367, to amend the act of June 29, 1935. 

(The above-mentioned document is as follows :) 


[S. 2367, 838d Cong., 2d sess.] 


AN ACT To amend the Act of June 29, 1935 (the Bankhead-Jones Act), as amended, to 
strengthen the conduct of research of the Department of Agriculture 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress Assembled, That the Act of June 29, 1935 (the Bankhead- 
Jones Act), as amended (7 U. 8S. C. 427-427j), is amended by adding at the end 
of section 10 thereof the following: 

“(e) Appropriations for research work in the Department of Agriculture shall 
be available for accomplishing such purposes by contract through the means 
provided in subsection (a) hereof.” 

Passed the Senate June 7 (legislative day, May 138), 1954. 

Attest: 

J. MARK Trice, Secretary. 

The Crarrman. We have with us this morning Mr. Frank H. 
Spencer, the Assistant Administrator for Management of the Agri- 
cultural Research Service. We will be glad to hear from you at this 
time, Mr. Spencer. 


STATEMENT OF FRANK H. SPENCER, ASSISTANT ADMINISTRATOR 
FOR MANAGEMENT, AGRICULTURAL RESEARCH SERVICE 


Mr. Spencer. Thank you, Mr. Chairman. The purpose of this bill 
is to authorize the Department to conduct work by contract in the 
fields of research in which it operates. 

This authority already exists in the field of utilization research and 
marketing research for services having been contained in the Research 
Marketing Act of 1946. 

There were several characteristics in the contracts which we are 
authorized to make. First, the Department is authorized to contract 
only if by so doing it can conduct work more effectively, more rapidly, 
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or at less cost than if the work is performed with the Department’s 
own personnel, 

The second factor is if the contracts may be negotiated with the 
people best qualified to conduct the work, And, third, that contracts 
may be entered into for a period of 4 years. 

During the period since authority was conveyed for contracting in 
the fields of utilization and marketing, which began with the—con- 
tracting began in the fiseal year 1948 the Department has entered 
into 468 research contracts and amounts in a total amount of slightly 
more than $8 million. 

Our experience in this area has shown that contracting is a very 

useful tool for the performance of research, and we would like to have 
this authority extended to the other fields of research. There are 
four advantages there. 

First, we are able to secure, without adding to our permanent rolls, 
the services of personnel who are skilled and experienced in highly 
specialized fields. 

Second, we are able to secure the use of equipment and facilities 
which the Department does not possess and which would not be 
economical to buy for a specific job which needs to be done. 

Third, the fact that we are authorized to contract for a 4-year period 
gives an assurance of the continuity to the project, which does not 

exist in work we do with our own facilities under annual appropriation. 

Fourth, we have a degree of flexibility in that when a contract project 
is completed, we are not faced with the necessity of shifting personnel 
and facilities or reducing forces or disposing of equipment. 

I think in brief, Mr. Chairman, that sums up the reasons for this 
legislation and the reason why the Department would favor its 
enactme nt. 

The Cuatrman. What you are trying to do is secure the authority 
to use the same procedure that you have been given under the Researe h 
and Marketing Act to provide for contract research in the case of 
research on utilization and marketing ¢ 

Mr. Spencer. That is correct. 

The Coamman. That has been, I take it, successful from your view- 
point? You feel that that has worked out very well ? 

Mr. Spencer. We feel that it has given very good results. 

The CHarrman. And that you can secure effective results if you 
have the opportunity to exte nd that to all the fields? 

Mr. Spencer. Yes, we think this could properly be extended to the 
field of marketing research and economic research. 

The CHarrman. Mr. Andresen has a question. 

Mr. Anpresen. I notice that Congress is appropriating approxi- 
mately $70 million for research to the Department of Agriculture. 

During my 28 years as a member of this committee, I found that a 
large part of the research has been to produce more and better food, 
improve methods of farming, in order to produce more and very little, 
if anything, has been done to improve the marketing system and 
increase the consumption of the people. Now, does this program con- 
template that some research or greater effort in the marketing research 
and increasing consumption on the part of the consumer will be made ? 

Mr. Spencer. Mr. Andresen, the authority for marketing research 
contracting, of course, already exists and is being exercised by the 
Agricultural Marketing Service. 
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The figure that I gave a few minutes ago on the extent to which 
that has been used since the authority has been granted, there have 
been approximately $4,240,000 worth of work in the field of research 
and contracts. 

Mr. ANprresEN. What has been done? What has been the nature of 
that type of research / 

Mr. Seencer. It has been, and I think I should state for the record 
that this is not my field—that is, I am in the Agricultural Research 
Service and not the Marketing Service and my field is management 
and not the technical side of the work—but there has been contract 
ing in the areas of improvement of marketing facilities, studies of 
costs and margins, studies of consumer demand in various areas, the 
improving of the marketability of the products from the standpoint 
of avoiding of waste, the improvement of materials displayed in mar- 
kets and areas of that sort. 

Now, Mr. Wells, the Administrator of the Agricultural Marketing 
Service, I am sure, could furnish you, by appearing before you or for 
the record, specific instances of research that has been carried out 
there. 

The CHAtrRMAN. Can you prepare for the record, and put in as a part 
of your statement, the illustrations showing what the Department 
has done and show in marketing research and increasing consumption 
on any agricultural commodity / 

Mr. Srencer. Yes, sir: I would be elad to do that. 

(The information requested above is as follows:) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
Washington 25, D. C., July 22, 1954 
Hon. Crirrorp R. Horr. 
Chairman, Committee on Agriculture, House of Representatives. 

Drak CONGRESSMAN Hope: There is attached a summary statement on the 
marketing work performed by the Agricultural Marketing Service which was 
requested for the record at the hearing of July 8, 1954, on S. 2867. This request 
Was passed on to us by Mr. Frank H. Spencer, Assistant Administrator for 
Management, Agricultural Research Service, Who appeared as a witness on that 
day. 

In accordance with our understanding of your request, we have provided a 
number of examples of work currently underway, particularly in the field of 
marketing research and other programs directed toward increasing consumption 
of agricultural commodities. 

Sincerely yours, 
Oris V. WELLS, Administrator. 


MARKETING ACTIVITIES OF THE AGRICULTURAL MARKETING SERVICE 


Agricultural marketing and distribution functions of the Department are con- 
centrated primarily in the Agricultural Marketing Service which was set up as 
a separate agency as part of the reorganization of the Department in 1953. This 
reorganization brought together in AMS marketing functions which previously 
had been performed in the Production and Marketing Administration, the Bureau 
of Agricultural Economics and the Agricultural Research Administration. It is 
an organization of some 6,000 people with offices in most localities of the United 
States where the marketing of agricultural commodities is a major concern, This 
agency administers programs authorized by Congress carrying appropriations 
during fiscal year 1955 of about $28,500,000 for salaries and other operating 
expenses in addition to appropriations for program payments, such as payments 
to States on a matched fund basis for marketing service projects under the Agri- 
cultural Marketing Act of 1946, for the national school-lunch program, and for 
the purchase, export, and diversion of agricultural surplus commodities usually 
known as section 32 program. In addition, this agency administers trust funds 
collected for inspection and grading of a variety of agricultural commodities. 
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MARKETING RESEARCH 


The work of the agency falls into several broad areas of activities. First is 
the increased emphasis on marketing research dealing with the development and 
improvement of the marketing system. This activity is comprised of marketing 
research work which prior to the reorganization was conducted by the Bureau 

Agricultural Economics, and the Production and Marketing Administration, 





well as the Bureau of Plant Industry, Soils, and Agricultural Engineering, and 
the Bureau of Entomology and Plant Quarantine, of the Agricultural Research 
Administration. Although some phases of this work had been conducted for 
inany years under the regular appropriations for the agencies indicated, enact- 
me f the Research and Marketing Act of 1946 marked the beginning of in- 
ased emphasis on marketing research to develop practical answers to prob- 
s that exist from the farm gate through the retail food store. Much of the 
work is carried out with the active cooperation and support of the State agri- 


I periment stations, other Government agencies, and public and private 


institutions Much of the work is done under contract arrangements with quali- 
fied organizations and institutions. The marketing research program is divided 
into four related groups as follows: 


a) Market organization and costs 


Work in this group entails research relating to the marketing of specific com- 
modities or groups of commodities on problems such as efficiency, cost of market- 
ne, increase in returns to growers, and methods of pricing. The work also 
comprises considerable general or cross commodity research including studies on 
market information and statistics to appraise the marketing situation, the effi 
ciency with which marketing functions are performed, the adequacy of services 
provided, and the influence of special institutions or programs on marketing 
practices. Examples of current projects in this area are: 

1. The regular issuance of The Marketing and Transportation Situation set- 
ting forth current factors affecting changes in marketing costs and their influence 
on the division of consumer expenditures between farmers and marketing 
agencies. 

Research on costs, margins, and efficiency of operating milk distributing 
plants in the Midwest, South and East. The purpose of the work is to determine 
charges in the distributor’s margin for handling milk and milk products and 
{ harges in the various cost components that are necessary in the operation 
of fluid milk plants. The comparative data made available by distributors who 
participated in this study disclose cost areas in which possible economies can 
be obtained. 

3. Work is underway on a study of costs of manufacturing and distributing 
ice cream which should disclose means of effecting economies in ice cream 
operations and in turn make possible greater returns to milk producers or in 
creased values to consumers. 

4. Studies are being conducted on handling problems and operating rela 

tionships in deciduous and citrus fruit packing plants in California and Florida. 
These studies are designed to lower handling charges and increase grower re- 
turns, The studies are being conducted in cooperation with the State agri- 
cultural experiment stations. 
5. Work is currently underway to improve the coverage and accuracy of poultry 
marketing reports, the purpose of which is to inform producers of market condi- 
tions in various sections of the country and the most appropriate time for move- 
ment of poultry into markets. 





(b) Improving and evaluating product quality 

This work covers primarily the biological aspects of marketing pertaining 
almost entirely to the quality of products. Emphasis in this area is directed 
toward quality maintenance and improvement related to physiological and patho- 
logical problems in perishables as they move from the farm through marketing 
channels; entomological problems in preventing or controlling insect attack or 
contamination of products in marketing channels; and the development of tests, 
devices, and instruments for inspections and grading and for establishing stand 
ards and specifications for the quality of products. Examples of recent accom 
plishments and current projects in this area are: 


1. Overrefrigeration of California tomatoes and early potatoes in transit was 


the common practice until research showed it to be harmful. Savings through 
use of less refrigeration for these produ ts. based on reeords of commercial 


shippers, is about $6 million annually 
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2. DDT treatments have been developed to protect bagged raw wool, scoured 
wool, woolen cloth, washable woolens, and manufactured woolen products such 
as rugs from insect attack. These procedures, adopted by the Army Quarter 
master Corps, save the corps $114 million in handling costs alone and provide 
much better protection. 

3. Improved insect control measures have reduced the loss of stored tobace 
due to insect attack by 50 percent 

$. During fiscal year 1955 increased emphasis is being directed to problems 
related to the prevention of infestation of chee 
of infestation in nonfat dry milk solids by T 


> by mites, ar on the prevention 








goderma, a dermestid beetle 


(c) Transportation and facilities 

Work in this area is aimed at reducing loss and damage in transportation 
through the development of improved equipment and shipping containers and 
improved methods of loading and bracing, planning and promoting efficient 
market facilities in specific localities, and determining the most efficient equip 
ment and work methods required to perform the many handling operati 
all levels of marketing. Examples of accomplishments in this area a 
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1. Studies, plans, and detailed recommendations for improved produce markets 


have been made for more than 40 market places. Based on the results in this 


work new markets have been built or are under construction in 17 cities, financed 





by the localities concerned. These improved facilities are saving many millions 
of dollars annually in handling and transportation costs and in reducing damage 
and: spoilage to food products. 


2. Experiments with a new type of container for shipping fresh plums indicate 
that its use could reduce shipping costs by about 25 cents a box. This would 
represent a saving in marketing costs of about $1 million a year on an annual 
shipment of about 4,000 carloads. 

5. Shipping tests with watermelons by rail have shown that loading the Congo 
variety melons crosswise of the cars instead of lengthwise (the conventional 
method) resulted in 70 percent less bruising, 69 percent fewer cracked melons, 
and 47 percent less surface scarring than in comparable shipments loaded length- 
wise. 

(d) Market development 


This work is primarily concerned with inquiry into the potentials for new 
products or expanded outlets. Studies are made to determine market potentials, 
the economic aspects of expanded outlets for new or established products, the 
economic reasibility of waste disposal and byproduct utilization, consumer pref 
erences, new market outlets through distribution programs, and methods, proce 
dures, and practices to improve the merchandising of agricultural products. 
Examples of current projects in this area are: 

1. Work is underway to obtain household consumer purchase data for butter, 
cheese, and nonfat dry milk solids. These data will be used by industry in 
evaluating the effect of its promotional programs on sales, and by the Depart 
ment in evaluating ways or means of increasing consumption of dairy products. 
Cooperating industry is paying a part of the cost of securing the data. 

2. The effect of milk-vending machines on total sales of milk is being evalu 
ated. Information will be obtained on best practices for use of such machines 

3. A market survey is being conducted on canned frozen citrus segments in 
cooperation with a trade association and two packinghouses to determine whether 
the new product can be processed on a larger scale for commercial distribution 
This work will be supplemented by a household survey to determine consumer 
awareness and uses of and preference for the product. 





ECONOMIC AND STATISTICAL ANALYSIS 


One of the most important research activities of the former Bureau of 
Agricultural Economics was the analysis of economic conditions affecting agri- 
culture. The Agricultural Marketing Service now carries on that part of the 
work involving the collection, analysis, and interpretation of data concerning 
factors affecting agricultural prices, farm incomes, the supply and consumption 
of farm products, trends in farm population, and changes in the level of living of 
farm people. 

The results of these studies are made available to farmers through research 
bulletins and through Situation and Outlook reports. The Situation and Out 
look material is widely disseminated by the Extension Service and also by farin 
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organizations. Farmers rely upon the Situation and Outlook material in plan- 
ning the most profitable adjustments in their farming operations and also in their 
inarketing programs. 

Che Department’s program of statistical estimates, situation reports, and basic 


research in demand and prices, farm income, and farm population has earned 
a high reputation for scientific accuracy and objectivity. It has proved invalu 

ne a guide to administrators in carrying out the farm program, as well as 
an aid to the Congress in its consideration of legislation affecting farm people. 


CROP AND LIVESTOCK ESTIMATES 


{nother broad area of activity is the crop and livestock estimating work of 
the Department which has been in existence for some ninety-odd years. This 
ctivity, prior to the reorganization, comprised a part of the work in the Bureau 
of Agricutural Economics. The crop and livestock estimating service provides 
timely basic information relating to agriculture, including acreage, yield, and 
production of crops, the stocks and value of farm commodities, the number and 
production value of livestock items, and prices paid and received by farmers that 
<0 into the consumption of parity prices. 

Thousands of farmers, processors, merchants, and others serve as volunteer 
reporters and these reports are supplemented by field observations of the De. 
partment’s statisticians and other data to provide the many published estimates 
and reports which are basic to planning of agricultural production, and neces- 
sary for orderly marketing. The activity is conducted through 41 State offices, 
most of which are operated as joint State-Federal crop-reporting services with 
the active participation and support of cooperating State agencies. 


MARKET NEWS 


Another broad area of activity which reaches into every section of the country 
and affects the producer of every kind of commodity is the related group of 
services usually known as the marketing services program. Included in this 
area are the countrywide market news reporting offices which provide objective 
current information on supply, movement, and price at specific markets for 
practically all agricultural commodities, in addition to a number of special reports 
dealing with marketing problems of interest to major groups of producers. This 
is accomplished through the collection and dissemination of market information 
at year-round and seasonal offices maintained in more than 120 cities and towns, 
often with the active cooperation and support of the States in which the offices 
are located. Providing impartial market information to American farmers 
so that they can determine where and when to sell and at what prices, is one 
of the important reasons why American farmers have been able to participate 
intelligently in working out their own marketing problems. Market news 
information on dairy and poultry products is collected at about 40 points and 
disseminated through 12 million daily, weekly, and monthly mimeographed 
releases and frequent broadcasts over about 1,000 radio stations. 


INSPECTION, GRADING, CLASSING, AND STANDARDIZATION 


The work on inspection, grading, classing, and standardization of agricultural 
commodities makes possible establishing uniform standards of quality for agri- 
cultural products thereby promoting confidence between buyers and sellers, re- 
ducing hazards in marketing due to disputes and misunderstandings which arise 
when nonstandard descriptions are used, encouraging better preparation of 
products for market, and furnishing consumers with more definite information 
as to quality of products they buy These standards are then applied directly 
by or under the supervision of AMS employees at the request of any interested 
party and upon payment of fees and charges which as nearly as possible cover the 
cost of the service. For some commodities the application of grades and stand- 
ards is mandatory and is financed to a greater extent by Federal appropriations. 
It is estimated that about 20 percent of the dairy products produced in fiscal 
year 1954 were marketed under Federal grades 


REGULATORY ACTS 


The marketing services program also includes the administration and enforce- 
ment of several regulatory acts to assure fair play in the market place and to 
protect producers and handlers of agricultural commodities from financial loss 
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due to deceptive, careless, or fraudulent marketing practices. Included among 
these acts are the Packers and Stockyards, Perishable Agricultural Commodities, 
and Standard Containers, the United States Warehouse, and the Federal Seed 
Acts. 


FREIGHT RATE SERVICES 


Under this activity, the AMS maintains a central point in the Government 
where assistance can be provided to farmers and others in obtaining and main- 
taining equitable and reasonable transportation rates and services by participa- 
tion on their behalf in cases before the Interstate Commerce Commission and 
other regulatory bodies and through informal negotiations with carriers and 
groups of carriers. Rate adjustments effected in any 1 year range from reduc- 
tions in rates on particular commodities between specific points to adjustments 
that cover the entire country on all commodities. In 1954 a reduction from 35 
percent of the first-class rate to 22 percent was made on shipments of sterilized 
milk. This reduction resulted from a cooperating effort by the Department, 
the dairy industry, and the carriers in connection with moving milk from areas 
of surplus supplies to areas of short supply. 


ADMINISTRATION AND COORDINATION OF STATE PAYMENTS 


This activity relates to the administration and coordination of payments to 
State departments of agriculture and other agencies of States for cooperative 
efforts directed toward improving marketing practices and methods. This effort 
is directly related to putting into actual practice the results of the marketing 
research program. Among the types of activities now in progress in this area 
are: 

1. Assisting producers and others in maintaining product quality from the 
farm to the consumer through improved handling, packaging, processing, storing, 
and shipping of farm products; for example, hydricooling, i. e., the dipping of 
fruits into ice Water after being tree-ripened, brings the fruit to market at top 
form, Which results in greater consumer satisfaction with accompanying in- 
creased consumption and better prices for the grower. 

2. Furnishing technical assistance to processors at all steps in the marketing 
Channel in putting into practice improved methods developed by research; for 
example, reducing damage to cotton in the ginning process by application of 
improved research-development techniques. 

3. Assisting in the improvement of marketing facilities through surveys of 
present marketing facilities by technically trained personnel capable of making 
recommendations for changes that apply to the specific marketing situation, the 
results of research on produce marketing layout, organization, and operation. 


SCHOOL-LUNCH PROGRAM 


The Agricultural Marketing Service also operates food-distribution programs 
designed to expand domestic food markets and to increase the consumption of 
foods available in plentiful or surplus supply. ‘The first of these is authorized 
by the National School Lunch Act which provides for cash and food assistance 
to schools operating nonprofit school-lunch programs, During the fiscal year 
1954, a total of $67.3 million was provided to States as cash payments to assist 
participating schools to make local food purchases. This together with funds 
made available from State and local sources, resulted in a total expenditure of 
$275 million in local markets for food used in the program. In addition, ap 
proximately $15 million of the school-lunch appropriation was used by the 
Department to Make large volume purchases of highly nutritious focd for par- 
ticipating schools. About one-third of the 80 million children in schools are now 
participating in this Program. 


SURPLUS DISTRIBUTION 


School-lunch programs are also the largest outlet for surplus foods acquired 
under section 32 of the Agricultural Adjustment Act of 1935, amended, whereby 
price depressing surpluses are removed from normal channels of trade and 
donated to groups with limited food budgets. Last year, school-lunch programs 
used approximately 255 million pounds of these surplus foods, including over 
S85 million pounds of dairy products and almost 120 million pounds of beef. 
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These surplus foods also are donated to charitable institutions, hospitals, and 
needy persons In total, last year, over 430 million pounds of surplus food 
acquired by the Department were moved into domestic consumption channels 
under this distribution program. 


FOOD TRADES PROGRAM 

Increasing emphasis has been placed on the food-trades program, another 
distribution program financed by section 32, whereby the Department cooperates 
with fo od producers and distributors in trade-merchandising programs to in- 
crease sales of plentiful foods through regular channels of trade. An outstand- 
ing example of this work was the beef merchandising program in early summer 
and the fall of 1953 which contributed substantially to the increase in per 
capita consumption of beef from 61 pounds in 1951 to 75 pounds in 1953. This 
represents an equivalent of 5,832,000 more head of beef cattle moved to market 
in 1953. A similar program was conducted on dairy products which came to a 
peak during the June dairy month. The results of this program on the con- 
sumption of dairy products are not yet available. 

AMS also administers export and diversion programs under section 32 whereby 
differential payments are made to exporters to encourage the exportation of 
surplus commodities, and to domestic processors to encourage the development 
of new uses of byproducts. Approximately $9 million was used in the past year 
for these programs. 


MARKETING AGREEMENTS AND ORDERS 


Carried out under this fund also are the marketing agreement and order 
programs which are voluntary arrangements between the Secretary of Agricul- 
ture and handlers of farm products and are put into effect upon request from 
the industry. These programs serve to strengthen priees by establishing and 
maintaining orderly marketing conditions. For the fiscal year 1954 there were 
50 orders in effect on fluid milk covering an estimated farm value of close to $1.2 
billion. The 26 orders in effect on fruits and vegetables covered an estimated 
farm value of nearly $700 million and the 1 order in effect on tobacco covered 
a farm value of about $9 million. 

Mr. Kine. Would the gentleman yield ? 

Mr. Anpresen. Yes; I yield. 

Mr. Kine. I think a great deal of the Department’s money in that 
field has been spent in ‘the — industry in the perishable field, 
and you must remember that the Government can conduct research 
quite properly in that field, but the Government certainly cannot go 
into the production of an individual product to the consumer because 
the minute the Government does that, it means pick up an individual 
crop of food and promote that, which is in direct competition with 
other lines. 

Certainly it is not proper for the Government to go into market 
promotion of any individual items. Therefore, they in a sense are 
restricted to a rather narrow field. There isn’t room for a great deal 
of expansion, | It is just the research end of marketing. 

You must keep in mind the very clear difference ‘between proper 
research and activity using the taxpayers’ money to promote the buy- 
ing of a product. 

Mr. Anpresen. I am not unmindful of the accuracy of what the 
gentleman has said, but the complaint that I have is that the largest 
part of the research has been devoted to producing more and getting 
improved seed, getting improved methods in the production to add 
to an already-existing surplus of certain commodities in this country 
and very little done or effort or money has been expended in the 
mi vo ‘ting to get this food into consumption channels. 

I do not know whether the Government had anything to do with 
the broccoli experiment where a broccoli was developed that was more 
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acceptable to the trade, and there has been a tremendous increase In 
broccoli production since that experiment was completed. 

I think it was by some private organization or individuals that did 
the experiment to get a different type of stalk for broccoli that was 
more acceptable to consumers in the country. 

Now, whether the Government had anything to do with that I do 
not suppose you know; but I read about it recently, and T called the 
gentleman’s attention to it here some time ago. I think rather than 
have long-range plans to produce more in this country, we should 
have some Government assistance in developing a better or more 
perfect marketing system to get rid of what we have produced as i 
result of the experiments and research that have been taking place 
in the last 25 or 30 years. 

Do you think Iam on the right track or am I wrong? 

Mr. Srpencer. I think, Mr. Andresen, that one of the purposes of 
the Department was to bring into sharper focus some of the problems 
that you spoke of. 

Mr. ANprRESEN. Yes, but most of the men are in there who have been 
in there for years and year's, and historically, vou know, it is pretty 
hard to change bureaucrats. At least I have found that in my time 
here, 

Mr. Lovre. Will the gentleman yield ? 

Mr. ANpRESEN. Yes, sir. 

Mr. Lovrr. I am sure the gentleman agrees with me that it is the 
function of the Government to provide healthy Americans; and if 
one of the commodities to accomplish that objective is the use of more 
dairy products or more meat products, certainly it is purely within 
the functions of Government then. 

Mr. Kine. Through the Department of Health, the statements of 
what is good diet and research along that line is fine by the Govern- 
ment; but the Government has no more business to put money into the 
actual promotion and the marketing of dairy products than they have 
in production. 

Mr. Anerneruy. Last week we decided to promote the marketing 
of lamb chops, did we not ? 

Mr. Kina. Of course, there might be a conflict bet ween the interests 
of the producers and the health authorities on the question of whether 
or not the American people should eat more or not. There is a con 
tention that they should eat less for best health. 

Mr. Grant. Less on fresh vegetables anyway. 

The Cuatrman. If there are no further questions, we thank you 
very much, Mr. Spencer, for being with us today and giving us the 
valuable information which you have. 

Mr. Spencer. Thank you, Mr. Chairman. 

The CuarrMan. The committee is ready to go into executive session. 

However, the Chair has observed Mr. Fernandez, the gentleman 
from New Mexico, is in the room. Do you have something you wish 
to bring up at this time / 

Mr. Fernanpez. No, Mr. Chairman. 

The Cuairman. The committee will go into executive session. 

(Thereupon, at 11:50 a. m., the committee went into executive 
session. ) 
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FRIDAY, JULY 9, 1954 


House oF REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, DO 

The committee met at 10:15 a. m., pursuant to notice, in room 1310, 
New House Office Building, Hon. Clifford R. Hope (chairman) 
presiding. 

Present : Representatives Hope (chairman), Andresen, Hill, Hoeven, 
Dague, Lovre, Belcher, McIntire, Golden, Williams, King, Harrison, 
Wampler, Poage, Grant, Gathings, Abernethy, Abbitt, Polk, and 
Jones. 

The Cuatrman. The committee will come to order. We have several 
matters of legislation, some more or less controversial, that we wanted 
to bring up this morning and see if they could not be disposed of 
without taking too much time. 

In view of the fact that a number of the committee members have 
not yet arrived, I think I will take up the least controversial matter 
first, and that is the bill S. 2583, to indemnify against loss all persons 
whose swine were destroyed in July 1952, as a result of having been 
infected with or exposed to the contagious disease vesicular exanthema. 

(The above-mentioned documents are as follows :) 


{S. 2583, 838d Cong., 2d sess.] 


AN ACT To indemnify against loss all persons whose swine were destroyed in July 1952 
as a result of having been infected with or exposed to the contagious disease vesicular 
exanthema 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Agriculture is author- 
ized and directed to indemnify in an amount equal to 50 per centum of their loss, 
but not exceeding the indemnity paid by the State, all persons whose swine were 
destroyed under authority of law in July 1952 as a result of having been 
infected with or exposed to the contagious disease vesicular exanthema. 

Sec. 2. The payment of indemnities under the provisions of this Act shall be 
limited, in the absence of Federal appraisal, to those losses where required proof 
of such losses has been made to the State and 50 per centum of said loss has been 
paid by such State. 

Sec. 3. Payments made pursuant to the provisions of this Act shall be made 
from funds currently available to the Department of Agriculture 

Passed the Senate January 22, 1954. 


Attest: J. MARK TRICE, Secretary. 


{H. R. 6844, 83d Cong., 1st sess. ] 
A BILL To indemnify against loss all persons whose swine were destroyed in July 1952 
as a result of having been infected with or exposed to the contagious disease vesicular 
exanthema 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Agriculture is author- 
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ized and directed to indemnify against loss all persons whose swine were destroyed 
under authority of law in July 1952 as a result of having been infected with or 
exposed to the contagious disease, vesicular exanthema 

Sec. 2. The payment of indemnities under the provisions of this Act shall be 
limited, in the absence of Federal appraisal, to those losses where required proof 
of such losses has been made to the State and 50 per centum of said loss has been 
paid by such State. 

Sec. 3. Payments made pursuant to the provisions of this Act shall be made 
from funds currently available to the Department of Agriculture. 

The Cuamman. I understand Dr. Clarkson is here to discuss that 
matter, so would you proceed to tell us about it. We would appreciate 
it very much. 


STATEMENT OF DR. M. R. CLARKSON, DEPUTY ADMINISTRATOR, 
AGRICULTURE RESEARCH SERVICE, DEPARTMENT OF AGRICUL- 
TURE 


Dr. Ctarkson. Thank you, Mr. Chairman. Iam M. R. Clarkson, 
Deputy Administrator, Agriculture Research Service. 

Vesicular exanthema is a damaging disease of swine that has been 
rather widespread in the country for the past 2 years. The Federal 
Government in cooperation with the State has been engaged in an 
effort to eradicate it. 

We have, during that time, spent $1,900,000 in indemnity payments 
to swine owners whose hogs were affected with or exposed to the 
disease and whose swine were then compe ‘led to be slaughtered and 
their premises cleaned and other protective measures taken. 

With regard to the coverage of S. 2583, there were pr ior to August i. 
when the Federal Government entered into the eradication program, 
a number of lots of swine that were affected, and in Oregon, without 
waiting for the Federal Government to move, the hogs were destroyed 
and the owner was given indemnity payment from the State. 

We were unable to match State funds because it required a finding 
of emergency by the Secretary, which finding was not made until 
August 1, some d: ays after these swine were destroyed, so it is the posi- 
tion of the Department that this bill should be passed; that if this 
man had been permitted to hold his swine until after August 1, the 
Federal Government would have joined in with the State in the indem- 
nity payments, so I recommend passage of the bill, Mr. Chairman. 

The Cuamman. The action of taking and destroying the swine 
before that date was really the proper action to be taken under those 
circumstances ¢ 

Dr. Crarkson. That was the proper action; yes, sir. 

Mr. Hitz. Let me ask: As I understand it, you are only paying 
50 percent ¢ 

Dr. CLarkson. That is correct. 

Mr. Hux. In other words, the State did not pay any of that 50 
percent, and when the farmer gets paid for the destroying of the 
swine he still would only get 50 percent? In other words, the State 
would not pay 50 percent ‘ 

Dr. CLarkson. No, sir; the owner would be recompensed for the 
difference between any salvage value and the total value of his hogs, 
with the Federal Government paying 50 percent of that difference and 
the State paying 50 percent of that difference. 
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In this bill it provides that we will not pay unless the State has 
already determined and does pay 50 percent of the said loss. 

Mr. Hitt. That is all the farmers would get, 50 percent ? 

Dr. CLarkson. No; in total he would get 100 percent. 

Mr. Hiri. Of the difference between the loss ? 

Dr. CLarKson. Yes, sir. 

Mr. Hitt. He does not get 100 percent for the hogs? 

Dr. CLarKson. No. 

Mr. Hitz. Whatever the value would be taken off ? 

Dr. CLarkson. Yes, sir. 

Mr. Huw. If the hogs were sold for $50 and were worth $75, he 
would get, percentagewise, half of the $25 from the State and Federal 
Governments / 

Dr. Cuarxson. And half from the Federal Government; yes, sir. 
That is correct. 

The Cuarrman. What will happen in this case if we pass this legis- 
lation is that the farmer will be treated just exactly as everyone after 
the program went into effect ; is that not correct ¢ 

Dr. CiarKkson. That is correct. 

Mr. Horven. Mr. Chairman. 

The CHatrMan. Mr. Hoeven. 

Mr. Hoeven. Are all of the States cooperating in this program ? 

Dr. Crarkson. They are all cooperating. There are some differ- 
ences in the program State by State to meet the needs of the different 
States. 

Mr. Horven. Do you have a breakdown there by States as to the 
indemnity that you paid ? 

Dr. Cuarkson. I believe we do have. 

Mr. Horven. I am just interested in knowing what the situation is 
in lowa. 

Dr. CiarKson. In fiscal year 1953, the Federal Government paid 
$53.6: 39 | 36 in the State of Iowa, and the State matched those funds. 

Mr. Horven. The program is working there ? 

Dr. CLtarkson. Yes, sir; very well. We now have only parts of 8 
States under quarantine as contrasted with the disease having ap- 
peared in some 42 of the States during the 2-year period, so that the 
present position 1s quite optimistic. 

The greatest problem is on the two seacoast areas where a large 
proportion of the swine are fed on raw garbage, and it is through 
that means that the disease is most often perpetuated. 

Some 43 of the States now have requirements forbidding the feed- 
ing of raw garbage to swine, and the Federal Government has re- 
strictions on the interstate movement of swine that have been fed 
on raw garbage. 

Mr. Horven. The States are operating in a rather uniform way, are 
they not, on the legislation that was suggested by the Department ? 

Dr. Cuarkson. Those that passed the legislation; yes, sir. 

Mr. Horven. Uniform legislation ? 

Dr. Cuarkson. Pretty uniform; yes, sir. But the States that have 
not yet passed it, the problem is one of considerable difficulty; and, 
as I say, they are on the seacoast, and New Jersey and M: issachusetts 
and California have particular problems. 

But we are making progress, and believe that by the end of another 
year we will be in a pretty good position. 
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Mr. Hoeven. The chairman and I suggest that the table just re- 
ferred to might well be inserted in the record at this time. 

The CuHamman. Can you furnish us a copy of that? 

Dr. CLarKson. Yes, sir. 

The CHarrman,. All right, without objection, the table will be in- 
serted in the record at this point. 


Vesicular eranthema program indemnities, fiscal year 1953 


Amount Amount 
Arizona ei ; $17, 770.61] North Dakota_-__----~- $46, 772. 27 
Arkansas 717. 92 | Ohio Shae al ee 14, 195. 79 
Connecticut 2 136, 147. 35 | Oklahoma_-_--_- ee 49, 544. 30 
Florida a 44, 677. 00 Oregon *__- ae ages 2, 175. 25 
Georgia 49, 025. 26 Pennsylvania *__......-- 9, 442. 52 
Illinois a . ; 195, 967. 90 | Rhode Island__- ees 81, 894. 41 
Indiana 21, 703. 09 | South Carolina.._.....-. 343. 75 
Iowa soz 7 53, 639. 36 | South Dakota___------- 55, 599. 98 
Kansas iachhnteca tess 143, 141. 89 ‘Tennessee ___- bids 10, 927. 94 
Kentucky_______- uated, 9100 1 Des G8 iio ceisance es 12, 634. 79 
Maryland * peli 1.26. 05:1 Viegiols ©... 0-2 66, 492. 58 
Massachusetts___ be 30, 584. 68 | Washington________---_- 76, 677. 42 
Michigan Sans 122, 496.93 | West Virginia pinot 253. 32 
Mississippi eles 4, 465. 99 | Wisconsin____ ash ceed 26, 040. 69 
Missouri cae oes 175, 260. 21. |) Wyonting...2.2...... : 24,171. 14 
NN 160, 034. 43 | —————— —— 
North Carolina__-_--__- 9. 358. 34 | Total_____-------_ 1, 650, 298. 99 


1Figures above include indemnities paid for swine shipped interstate found infected 
at destination. In each case the States were unable to pay since the swine were considered 
out-of-State hogs 


Vesicular eranthema program indemnities, fiscal year 1954 


{mount Amount 
Florida Shatin $71, 709. 26 | Oklahoma _- : eee 5 Pee 
Georgia d . 86,678: 22 Pennsylvania *_____- 11, 254. 53 
Maryland ' : 6, 997.55 | South Carolina____...__- 5, 496. 40 
Massachusetts__ f 635. 40 Virginia____ : jets 15, 418. 81 
Montana__-_-_-_- ale 5, 152. 00 | scence 
North Carolina__ ances 4, 247.98 | Total Y 255, O89. 43 
Ohio Becca __ 6,206. 45 | 


1 Figures above include indemnities paid for swine shipped interstate found infected at 
destination. In each case the States were unable to pay since the swine were considered 
out-of-State hogs 

Mr. Poace. Mr. Chairman, I just came in and there were certain 
matters I did not quite understand. I simply do not understand how 
this limits the United States to 25 percent of the value of the hogs. 
Where is the wording of it ? 

Dr. CLarkson. The language of the bill in section 2. 

Mr. Poace. All right. 

Dr. Ciarkson. That language says: 

The payment of indemnities under the provisions of this Act shall be limited, 
in the absence of Federal appraisal, to those losses where required proof of 
such losses has been made to the State and 50 per centum of said loss has been 
paid by such State. 


The loss is the difference between any salvage value and the real 
value of the swine, and this would limit the Federal Government to 
paying only in that case in which the State had made a determination 
of the value and had paid 50 percent of the loss. 

Mr. Poacer. That is right, but the State has already paid 50 percent 
of the loss. What is there here that says that the Federal Government 
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shall not pay anything? As I understand it, the farmer only gets 50 
percent of the loss. 

Dr. CLarkson. No, sir; he gets 100 percent. 

Mr. Poacr. The farmer gets all of his loss? 

Dr. Ciarkson. Yes, sir: all of his loss: 50 percent from the State 
government, and then 50 percent from the Federal Government. 

Mr. Poace. The salvage value of the hogs is deducted ¢ 

Mr. Hint. Let us ask this question: As I understand it, in many 
instances, there is a fairly good marketable value for part of that 
swine, 

Dr. CLarkson. Yes, sit 

Mr. Hitz. So they are not all loss. You are, therefore, dealing 
with a different disease than ordinarily because they really have a 
market value up to a certain point. 

Dr. CLarkson. What we do is to destroy those that are diseased, 
and those that are exposed go in for slaughter and special processing, 
so there is a salvage on that latter class; and the indemnity is based on 
the loss, the difference between the salvage value and the total value 
of the animal. Then the State pays 50 percent; and under this bill, 
the Federal Government would also pay 50 percent. 

Mr. Poagr. In Texas, I do not believe we pay anything. 

Dr. CLarKkson. I do not believe you would. 

Jae Poacre. Assuming that was right, and I think it is, then nobody 

Texas can get anything under this bill, can they ? 

Dr. CiarKson. No, and then there were no animals destroyed prior 

» August 1, 1952, which is the limiting date also. 

Mr. Huw. That is all this bill affects: Those that were destroyed 
previously / 

Dr. CLarkson. That covers a period of about 5 weeks before the 
Secretary of Agriculture found that an emergency existed and author- 
ized the Department to enter into an eradication program. 

During that 5-week period, there were a few herds that were slaugh- 
tered, such as the ones in Oregon, that the State agreed to pay its 50 
percent; but we were unable to match that money because we did not 
have authority until August 1. Those in the State of Oregon are the 
only ones we know of that would meet the conditions of this bill. 

The Carman. Are there any further questions? 

(There was no reply.) 

The Cuarrman. We thank you very much, Dr. Clarkson, for your 
appearance before the committee. 

Dr. CLarkson. Thank you, Mr. Chairman. 

(Thereupon, at. 10:25 a. m., the committee proceeded to the consid- 
eration of other business. ) 
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SALE OF SMALL LOTS OF COMMODITIES 


FRIDAY, JULY 9, 1954 


Houses or Represenvratives, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. €. 

The committee proceeded to consideration of these bills, pursuant to 
notice, at 10:25 a. m., in room 1310, New House Office Building, 
Hon. Clifford R. Hope (chairman) presiding. 

Present : Representatives Hope (chairman), Andresen, Hill, Hoeven, 
Dague, Lovre, Belcher, McIntire, Golden, Williams, King, Harrison, 
Wampler, Poage, Grant, Gathings, Abernethy, Abbitt, Polk, and 
Jones. 

The Cuatmman. The next bill the Chair has on its list is one that 
has been discussed on previous occasions and the committee arrived 
at no conclusion: and that is the bill, S. 1381, to amend the Agricul- 
tural Act of 1949, relating to the sale of small lots of commodities. 

(The above-mentioned documents are as follows :) 


[S. 1381, 838d Cong., 2d sess.] 
AN ACT To amend the Agricultural Act of 1949 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 407 of the Agricultural Act of 
1949, as amended, is amended by adding at the end thereof the following: “Nor 
shall the foregoing restrictions apply to sales of commodities the disposition of 
which is desirable in the interest of the effective and efficient conduct of the 
Corporation's operations because of the small quantities involved, or because of 
age, location or questionable continued storability, but such sales shall be offset 
by such purchases of commodities as the Corporation determines are necessary 
to prevent such sales from substantially impairing any price-support program, 
but in no event shall the purchase price exceed the then current support price 
for such commodities.” 

Passed the Senate February 9 (legislative day, February 8), 1954. 

Attest: 

J. MArk Trice, Secretary. 


[H. R. 4157, 83d Cong., 1st sess. ] 
A BILL To amend the Agrictultural Act of 1949 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 407 of the Agricultural Act of 
1949, as amended, is amended by adding at the end thereof the following: “Nor 
shall the foregoing restrictions apply to sales of commodities the disposition of 
which is desirable in the interest of the effective and efficient conduct of the 
Corporation’s operations because of the small quantities involved, or because of 
age, location, or questionable storability, but such sales shall be offset by such 
purchases of commodities as the Corporation determines are necessary to 
prevent such sales from substantially depressing market prices or impairing 
any price support program.” 
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‘HAIRMAN. The Chair might say that notwithstanding the 


the committee did not reach any con ‘lusion on the matter 
hat the Commodity Credit Corporation is very much inter- 
the Chair understands, and also the grain trade and others 





affected by having these tied up by comparatively small 
quantities of commodities that are in storage. 

Phis simply } 
without gomg through the regula process. 

Mr. Hitw. I may say, Mr. ¢ adeanad, tad this affects beans, too, and 
those people having beans left are having trouble and it is very im- 
portant to them. 

Che CHairMAN. I am not sure who is here from the Department. 

Mr. Richards, I think, although we had the matter up before, you 
might just make a statement just as if this were the first time the 
committee had discussed it, because I think there is some misunder- 
standing about the provisions of this bill. 


ermits them to ri in of small lots of commodities 


STATEMENT OF PRESTON RICHARDS, DEPUTY ADMINISTRATOR, 
COMMODITY STABILIZATION SERVICE, DEPARTMENT OF AGRI- 
CULTURE 


Mr. Ricuarpvs. Mr. Chairman, I might just read for the benefit of 
the committee—it is a short amendment to section 407 of the Agricul- 
tural Act of 1949, and I will only read the pertinent part of it. 

I think you will recall that section 407 limits the sales generally of 
the storable commodities except under certain circumstances—it is 
105 percent of support price plus carrying charges. 

This amendment modifies this as follows: 

Nor shall the foregoing restrictions apply to sales of commodities the disposi- 
tion of which is desirable in the interest of the effective and efficient conduct 
of the Corporation’s operations because of the small quantities involved, or 
because of age, location, or questionable continued storability, but such sales 
shall be offset by such purchases of commodities as the Corporation determines 
ure necessary to prevent such sales from substantially impairing any price- 
support program, but in no event shall the purchase price exceed the then 
current support price for such commodities. 

All these sales are permitted, and it is left to the discretion of the 
Corporation as to whether counterbalan ‘ing purchases shall be made. 

One of the big problems has come here, and the chairman has men- 
tioned it, which is the small lots of the, particularly, grain commodities 
and the beans. That will of necessity affect a price-support program, 
and get involved in storage, particularly in country elevators, and 
may tie up a much larger amount of storage space than the quantity 
nvolved; and, partic ~ ily, if you get down to the end of your stocks 
in any commodities ‘are not approaching that in some commodities 
at the moment—I1 ieee to be there in beans very shortly—the storage 
of beans does not get to be a problem. 

In the interests of good operation and more flexibility in our sales, 
this measure was recommended to the House and Senate. The Senate 
passed the bill, I think, on February 9 of this year, and the report of 
the Secretary—I have a copy of the letter to the Senate, and I am 
sure that a similar letter was written to the chairman of this com- 
mittee, and I think that probably if it is nut a part of the record, it 
can be read. 
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The CHAIRMAN. The committee has a report on the bill. 

Mr. Hint. Mr. Chairman, I would like to ask a question. As 1 
understand it, you could have a small number ot these odd lots 
dozens of places or several localities, an elevator here and another 
elevator there, and all in different localities and different place Ss: and 
What you want to do is to amend the law in such a way as to enable 
you to dispose of this little end group some way, bags of beans or grail 
that you have there. 

Mr. Rr HARDS. That is right. In many Cases if we were permitted 
to do so, we could sell that small quantity to the man who owns the 
elevator. 

Mr. Hitz. Or some local dealer will pick up these smal! quantities 
beans espec lally, will pick them up and sell them in the trade. Other 
wise you have to let them lay there because you cannot dispose of 
them. 

I think this is an important piece of legislation. Mr. Poage, it 
affects several of your communities too. 

Mr. Hoeven. What do you consider a small qui imtity ¢ 

Mr. Ricuarps. A lot of times they are less-than carload lots, Mr. 
Hoeven. 

Mr. Hitt. Sometimes less than a truckload. 

Mr. RicHarpDs. That is the problem ; when there is less than a ear 
load lot, it is pretty hard to move, and in some cases we have been 
able to trade the commodity, a few hundred bushels or some othe 
quantity in one elevator: but that is frequently difficult to iol out. 

Mr. Horven. Do I understand that if the commodity exceeded 
carload lot, it would be sub ject to bids or hi: a7 ed in another manner ¢ 

Mr. RichHarps. The problem, Mr. Hoeven, is if there were a carload 
lot. we would be able e get a shipping i bo and move it to another 
location to concentrate it. 

Mr. Horven. I understand your problem, and I am heartily in 
favor of your being given authority to be able to market these smal] 
lots. 

What I want to know is where the line of demarcation comes in 
where you would be disposing of a small lot and where you would feel 
you would have to have a bid. 

Mr. Ricuarps. Where it would happen, say we had 200 bushels of 
wheat or barley in a country elevator and wanted to get rid of it, with 
out even trying to bring it to market. In that case we would probably 
ask for bi ds and give the local people a chance to buy it. 

The Cuarrman. Are there any further questions / 

Mr. Lover. Mr. Chairman. 

The CnatrmMan. Mr. Lovre. 

Mr. Lovrr. Can you dispose of them for any price? 

Mr. Ricuarps. I think we try to get a price in line with the market, 
but keep in mind, Mr. Lovre, that a small quantity is not always ab le 
to secure a price that is equal to the market pr ice. 

Mr. Lovee. If you will omit the last three lines: 

But such sales shall be offset by such purchases of commodities as the Corpo- 
ration determines are necessary to prevent such sales from substantially de- 
pressing market prices or impairing any price-support program— 


That 
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Mr. Ricnarps. That would be where we went in and bought the 
equivalent amount of the quantity. 

Mr. Lovee. Yes. You dispose of it for any price that you could, 
then ? 

Mr. Ricuarps. The price obtainable, if it wasn’t ridiculously low, 
or something of that sort. 

Mr. Anpresen. Will you supply for the record, Mr. Richards, a 
statement showing the amount in storage of the different kinds of 
grains at the present time? 

Mr. Ricuarps. Yes, sir; 1 can. We don’t have statistics of the 
numbers of these odd lots. 

Mr. ANpreEsEN. | mean the total amount. 

Mr. Riciarps. Yes, sir; I can do that. 

Mr. Anpresen. Is Commodity Credit pretty well in a position to 
take care of the storage needs for this year’s crop ? 

Mr. Rienarps. I would be less than frank, Mr. Andresen, if I did 
not tell you there were fone to be difficult problems ah sad. We think 
by improvising here and there that we are going to get by, but it is 
touch and go. 

Mr. AnpresEN. I want to ask you a question off the record. 

(There was a discussion off the record. ) 

(The information requested above by Mr. Andresen of Mr. Richards 
is as follows:) 


Commodity Unit of measure Quantity 


Barley Bushel 10, 285, 000 
Beans, dry edible Hundredweight 1, 352, 000 
Corr Bushel 356, 013, 000 
Flaxseed do 6, 590, 000 
Grain sorghum Hundredweight 13, 580, 000 
Oats Bushel 8, 716, 000 
Rice, rough Hundredweight 1, 805, 000 
Rye Bushel 2, 102, 000 
Wheat . en 737, 985, 000 


The Cuairman. With respect to Mr. Andresen’s first question as to 
your ability to take care of the situation as it develops through the 
marketing of this year’s crop, I simply want to say that this is the 
first year for several years that I have not had some complaints from 
Kansas about the shortage of storage and something may develop 
there yet. I don’t know, but the harvest is practically over, and I 
have had no complaints so far, so apparently the immediate situation 
is pm well taken care of. 

Mr. ANpRESEN. Maybe you did not have a 250-million-bushel crop. 

The Cuatmman. We do not, but we have about a normal crop in 
Kansas. In fact, in some parts the crop is a little better than normal, 
although there are some areas in the West where the harvest is rather 
light; but we have enough wheat so that ordinarily we would have 
some complaints about storage. 

Mr. Ricuarps. I think, Mr. Hope, in that Southwest area that was 
one of the important areas of the occupancy agreement, the new ele- 
vator storage. That is, we got considerable new space developed, 
either as a result of our program, or as a result of the private oper- 
ators, simply on the basis of tax amortization. 
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Considerable new storage has been developed, so that I agree with 
you it is not as bad as it was last year. From the standpoint of new 
construction, in the Northwest area—Minnesota and the Dakotas— 
apparently costs of new elevator construction are higher, and we did 
not have in that area as much new elevator construction as in the 
Southwest, plus the fact that that area has had little or no relief from 
exports this year. I think that along with the area through Ohio and 
Indiana are probably the two tightest areas from the standpoint of 
storage this year. 

Mr. Anpresen. Are you making loans on grain on the ground? 

Mr. Ricnarps. Yes, sir; all States are permitted to do that, in 
temporary storage. 

Mr. Hivi. Mr. Chairman, I think in some areas in particular—and 
I don’t want to advertise the critical situation that exists in Colo- 
rado—but have you taken into consideration that you might send 
some wheat in there to our dry land? They have plenty of space, 
because some of that land out there has gone as low as 6 to 8 to 10 
bushels an acre, where they have had as high as 30 and 40. 

There certainly should be some storage room in western Kansas 
and eastern Colorado. There are some of the finest elevators that 
have ever been built in the last 3 or 4 years out there. They are cer- 
tainly not. full of wheat. 

Mr. Ricuarps. I would guess most of them are, Mr. Hill. 

Mr. Huw. From last year? 

Mr. Ricuarps. From last year; yes, sir. 

Mr. Hiwzw. That isa good thing. The thing I am contending about— 
I just talked to home this morning, and there is positively no rain 
coming. It is a 70-year record, and someone even says the record has 
been torn from the book entirely. 

(Discussion off the record.) 

The CuatrmMan. Are there any further questions ? 

(There was no reply.) 

The Cuarrman. If there are not, we thank you very much, Mr. 
Richards. 

Mr. Ricuarps. Thank you, Mr. Chairman. 

(Thereupon, at 10:40 a. m., the committee proceeded to the con- 
sideration of other business. ) 
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FUNGIBLE GOODS CONVERSION CLAIMS 


FRIDAY, JULY 9, 1954 


Houser or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, I. 

The committee proceeded to consideration of these bills, pursuant 
to notice, at 10:40 a. m., in room 1310, New House Office Building, 
Hon. Clifford R. Hope (chairman) presiding. 

Present: Representatives Hope (chairman), Andresen, Hill, 
Hoeven, Dague, Lovre, Belcher, McIntire, Golden, Williams, King, 
Harrison, Wampler, Poage, Grant, Gathings, Abernethy, Abbitt, Polk, 
and Jones. 

The CuarrMan. The next bills on the list are H. R. 6878, and S. 2526, 
which are for relief of innocent purchasers of fungible goods con- 
verted by warehousemen from claims of the Commodity Credit 
Corporation. 

(The above-mentioned bills are as follows.) 

[H. R. 6878, 88d Cong., 2d sess.) 


A BILL To amend the Commodity Credit Corporation Charter Act in order to relieve 
innocent purchasers of fungible goods converted by warehousemen from claims of the 
Commodity Credit Corporation 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Commodity Credit Corporation 
Charter Act, as amended (62 Stat. 1070), is hereby amended by adding at the 
end thereof the following new section : 

“Sec. 19. RELEASE OF INNOCENT PURCHASERS OF CONVERTED Goops.—A buyer in 
the ordinary course of business of fungible goods heretofore or hereafter sold and 
delivered by a warehouseman who was also in the business of buying and selling 
such goods shall take or be deemed to have taken such goods free of any claim, 
existing or hereafter arising, by Commodity Credit Corporation, based on the 
want of authority in the warehouseman to sell such goods, provided the buyer 
purchased such goods for value in good faith and did not know or have reason 
to know of any defect in the warehouseman’s authority to sell such goods.” 


{S. 2526, 883d Cong., Ist sess. ] 


A BILL To amend the Commodity Credit Corporation Charter Act in order to relieve 
innocent purchasers of fungible goods converted by warehousemen from claims of the 
Commodity Credit Corporation 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Commodity Credit Corpora- 
tion Charter Act, as amended (62 Stat. 1070), is hereby amended by adding 
at the end thereof the following new section: 

“Sec. 19. RELEASE OF INNOCENT PURCHASERS OF CONVERTED Goops.—A buyer 
in the ordinary course of business of fungible goods heretofore or hereafter sold 
and delivered by a warehouseman who was also in the business of buying and 
selling such goods shall take or be deemed to have taken such goods free of any 
claim, existing or hereafter arising, by Commodity Credit Corporation, based 
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the want of authority in the warehouseman to sell such goods, provided the 
yuyer purchased such goods for value in good faith and did not know or have 
reason to know of any defect in the warehouseman’s authority to sell such 


The CuarmmMan. Are you going to present that ? 
Mr. SuHutman. Yes, sir. 


STATEMENT OF EDWARD M. SHULMAN, DEPUTY SOLICITOR FOR 
COMMODITY CREDIT CORPORATION, PRODUCTION AND ADJUST- 
MENT 


[ am Edward Shulman, Deputy Solicitor, Department of Agri- 
ulture. 

Mr. Chairman, I do not have a prepared statement. However, the 
Department, in reporting on this bill, submitted a very detailed 
analysis of the bill and a discussion of the facts of law relating to 
claims against third party purchasers of Commodity Credit Corpo- 
ration grain, converted by warehousemen. 

That analysis covered some 15 or 16 pages. However, in the letter 
of transmittal there is a very excellent summary of the full analysis; 
and with the committee’s permission, I would like to read that. 

Mr. ANpresen. Can you first give us an illustration of a particular 
case that this bill covers? 

Mr. Suvtman. It is a very simple situation. 

Mr. Anpresen. Just a hypothetical case. 

Mr. SuHutman. The warehouseman storing Commodity Credit Cor- 
poration grain sells it in the regular course of business to a dealer 
in grain. That dealer in grain does not know or have any reason to 
believe that the warehouseman is selling grain that he has no right 
to sell. The grain dealer buys it in good faith for value, and obtains 
physical delivery of the grain, 

That is a situation in which this bill would afford relief to the third 
party purchaser. 

Mr. Anpresen. All right, then the grain that is sold that actually 
belongs to Commodity Credit—that is, has deteriorated in quality 
and grade, and the man who buys it is standing a loss as a result 
of that transaction, is that right? 

Mr. Suvutman. Under the existing law, which will be, I believe, 
more fully developed in this summary that I am going to read, the 
third party purchaser, if Commodity Credit Corporation is unable 
e recover its claim for grain from the warehouseman, the man would 
be liable for the fair market value of the grain that he received, even 
though he bought it innocently. 

This bill proposes to relieve the purchaser in that sort of a situation. 

Mr. Anpresen. What is the extent of the grain involved that would 
be covered by this bill ? 

Mr. Suvutman. Potential claims that we would assert against third 
party nine to the amount—it is upward of $314 million, 

The Cuarrman. I wonder if it would not be well for Mr. Shulman 
to read the letter, which, I think, will answer some questions and 
suggest others, no doubt; but I believe that would be the more orderly 
way to do it. 
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Mr. Suutman. This letter is addressed to Hon. Clifford R. Hope. 
chairman, Committee on Agriculture, House of Representatives: 


DreAR CONGRESSMAN Hore: This is in response to your request for a report 
on H. R. 6878, a bill to amend the Commodity Credit Corporation Charter Act 
in order to relieve innocent purchasers of fungible goods converted by ware 
housemen from claims of the Commodity Credit Corporation 

In connection with the conversions of Commodity Credit Corporation grain 
and other fungible commodities by warehousemen, which occurred a few 
years ago, the Corporation has claims estimated at upwards of $38,500,000 against 
persons who purchased such grain from the warehousemen. This bill would 
relieve from liability to the Corporation innocent persons who bought and 
received delivery of fungible goods in the ordinary course of business from 
warehousemen who were also in the business of buying and selling such goods, 
provided the buyer purchased them for value in good faith and neither knew 
nor had reason to know that the warehousemen had no right to sell such goods. 

The bill would apply also to any like situations occurring in the future. The 
Department, of course, has taken steps to minimize the possibility of future 
occurrences of this type. 

Under the existing rule of court decisions in this country, an owner of fungible 
goods, such as grain, wrongfully sold by a warehouseman, can recover from a 
wholly innocent purchaser of such goods. This rule has been criticized for many 
years by lawyers and judges who have recognized the harshness and inequity 
in forcing an innocent purchaser who buys fungible goods in good faith in the 
normal course of business from a dealer in such goods, to pay for them twice 
first to the wrongdoing seller and again to the true owner. 

The critics of the rule have pointed out, also, that it disrupts normal trading 
in grain and other fungible goods because a prospective purchaser never knows 
whether a warehouse receipt holder might later assert a claim to the goods he 
bought. This point has become a major problem for grain dealers and the 
Government alike in recent years because of the large-scale storage operations 
of Commodity Credit Corporation since World War II 

Never before in the history of grain warehousing in this country has a single 
owner had such large quantities of grain stored in so many warehouses in all 
parts of the country for such long periods of time. 

Although inspections of warehouses are made periodically by Federal and 
State officials, the only way a purchaser can be certain that he is safe in buying 
grain from a warehouseman is to measure the stocks of grain in the warehouse 
and examine his records of outstanding warehouse receipts at the time of each 
purchase, which obviously is an impossible task. 

In recognition of the need for a change in the rule of law in this country, there 
has been proposed for adoption by the Congress of the United States and the 
legislatures of the several States a modern, complete code of laws governing com- 
mercial transactions, known as the Uniform Commercial Code 

This code represents the work of scores of experienced lawyers and judges 
over a period of several years and has been approved by the American Law 
Institute, the National Conference of Commissioners on Uniform State Laws, and 
the house of delegates of the American Bar Association. 

The Uniform Commercial Code provides, in subsection (1) of section 7-205, that 
“A buyer in the ordinary course of business of fungible goods sold and delivered 
by a warehouseman who is also in the business of buying and selling such goods 
takes free of any claim under a warehouse receipt even though it has been duly 
negotiated.” 

The bill, H. R. 6878, applies the principle of the Uniform Commercial Code to 
fungible commodities of Commodity Credit Corporation. 

In studying H. R. 6878, it has occurred to us that a question might be raised 
thereunder with respect to the rights of Commodity Credit Corporation in rela 
tion to a purchaser who accepted delivery of warehouse receipts, rather than the 
grain itself, which were issued by the warehouseman at a time when he had in- 
sufficient grain in store to support such receipts. 

Under existing law the holders of such overissued receipts are not permitted to 
share in grain held in store by an insolvent warehouseman as against the holders 
of receipts properly issued. The comments of the drafters of the Uniform Com- 
mercial Code indicate that subsection (1) of section 7T—205 is not intended to 
change the law of this country with respect to overissued receipts, but applies 
only to buyers in the ordinary course of business who obtained physical delivery 
of the grain purchased from the warehousemen. 
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The drafters pointed out that “the substantive question at issue is whether in 
case the warehouseman becomes insolvent the receipt holders shall be able to 
trace and recover grain shipped to and paid for by farmers and other purchasers 
from the elevator.” 

This Department agrees with the views of the drafters of the code and believes 
that the existing law with respect to purchasers from a warehouseman of over 
issued receipts should not be changed 

In order to remove any question with respect to the status of overissued ware- 
house receipts under H. R. 6878, it is suggested that the word “physically” be in- 
serted between the words “and”, in line 8, and “delivered”, in line 9, page 1, of the 
bill 

The first clause would then read, “A buyer in the ordinary course of business of 
fungible goods heretofore or hereafter sold and physically delivered by a ware- 
houseman, * * *’ 


This Department looks with favor upen the principle of the proposed Uniform 
Commercial Code as applied to Commodity Credit Corporation grain and other 
fungible goods in H. R. 6878 and recommends that the bill, with the change sug- 
gested, be passed. 

A statement, with exhibits, containing a comprehensive discussion of the facts 
and law with respect to claims of Commodity Credit Corporation against grain 
purchasers, which was furnished to the chairman, Senate Committee on Agricul- 
ture and Forestry, with the Department’s report on a companion bill, S. 2526, is 
enclosed 

Che Bureau of the Budget advises that there is no objection to the submission 
of this report 

Sincerely yours, 
True D. Morse, Under Secretary 

Mr. Anpresen. This legislation does not relieve the seller or the 
warehouseman from any obligation he owes the Commodity Credit 
Corporation, does it ? 

Mr. SuHutmMan. It does not in any manner affect the liability of the 
warehousemen or the sureties on the warehouseman’s bond, nor does 
it affect any purchaser who buys converted grain, knowing or having 
reason to know that the grain does not belong to the w: arehouseman. 

Mr. ANprEsEN. Commodity Credit has permitted warehousemen to 
sell grain and to replace it again, and all the Commodity Credit holds 
is a warehouse receipt, I assumed on the stored grain ? 

Mr. SHu~MAN. Yes, in most cases it does, 

Mr. Anpresn. That is both as to grade and quality of grain? The 
warehouseman stores his gr: ain—if he should sell it, he has the oppor- 
tunity to replace that grain or pay the value of the grain, is that 
right ? 

Mr. SHutMan. The warehouseman has no right to sell the grain 
without Commodity Credit’s express permission. If he does sell the 
grain, then he becomes liable as a converter of the grain, and that is 
what has brought about this problem to some extent. 

Mr. Anpresen. All this bill does is to relieve an innocent purchaser 
of the grain from the warehouseman, but does not relieve the ware- 
houseman from his obligation to the Corporation. 

Mr. Suutman. That is correct. 

Mr. Hitn. Mr. Chairman, [ just can’t share this thought myself. I 
have an incident that I know of that is going on right now. 

Off the record. 

(There was a discussion off the record.) 

The CHAIRMAN. Let us get back on the record. 

Mr. Anpresen. I would like to ask a question on the record. The 
warehouseman is required to put up a bond; is that correct ? 

Mr. Suutman. That is correct. 
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Mr. ANpbrReEsEN. To cover the amount of not only what the Com 
modity Credit has under storage, but also what uny private parties 
may have. 

Mr. SHutMan. That is not correct, Mr. Andresen. ‘The bonds that 
are required of warehousemen are rot in amounts that cover the full 
amount of their potential liability. 

Mr. ANpRESEN. In the cases that you have had where you are pro 
ceeding criminally and also civilly ¢ 

Mr. SHULMAN. Those are cases where the warehousemen have not 
been financially able to satisfy the Government’s claim eToOWwIng out 
of the conversion of grain, and his bond is not sufficient to make up 
the difference. 

The only way the Government can fully cover its grain is to prose 
cute it against purchasers of grain from the warehousemen. Those 
purchasers, if they satisfy the Government’s claim, probably would 
recover nothing further from the ware ‘housemen because the ware 
housemen are not financially able to pay that claim. 

Mr. Anpresen. This bill only covers the innocent purchasers where 
it is shown there has been no collusion in making the transaction ? 

Mr. SuHutman. That is right. The bill does not, and I think this 
should be emphasized and be thoroughly understood, it does not. affect 
the liability of the w: arehouseme ‘n in any respect, does not affect the 
liability of the warehousemen’s surety in any respect, does not affect 
the liability of the purchaser of the converted grain who knew or had 
reason to know that the grain he was buying was grain that the ware- 
houseman did not have any right to sell. 

Mr. ANpRESEN. One more question. Is an innocent purchaser in 
the ordinary channels of trade from a supposedly legitimate ware 
houseman, has he any reason, or is there any way that he can find out 
whether or not the grain is Government grain, or not ? 

Mr. SHutMan. I do not see how any purchaser of grain from a 
warehouseman could determine whether the warehouse man at the 
time he was selling the grain was sure whether the grain he was sell- 
ing was grain that rightfully belonged to the warehouseman. 

The only way he could be certain of that would be to go into the 
warehouse, measure the grain and check that against the outstanding 
warehouse receipts. On the other hand, the Government does have 
facilities for protecting itself. It has a contract with the warehouse 
man that permits audits, permits inspection. It is in a position to go 
in and determine such matters. 

Mr. Anpresen. If you had a higher bond—that is what gets me. 
What are you doing iecticamaiadaal in the world are you doing doing 
business with an elevator man that is selling wheat and js going to 
sell Government wheat, and you do not have enough bond to cover it! 
Let us find out what you have done. 

Mr. Suvutman. The unfortunate thing is when the Commodity 
Credit Corporation did business with him, it was not aware that it 
was an unreliable warehouseman. 

Mr. Huu, That does not change my question. What business do 
you have doing business with a warehouseman with that situation / 

The CuairMan. These warehousemen we are talking about here are 
all warehousemen who are licensed and bonded either under State or 
Federal civil law: is that not correct ? 
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Mr. SHuLMAN. That is correct. 

The CuHatrrman. And Commodity Credit puts its wheat in storage 
inthe warehouse. It does so on the basis of protect tion that comes from 
the warehouseman’s having a license and being under the supervision 
of either the Commodity Credit or State warehouse laws, and by 
not having a bond adequate to cover all the grain that might be stored 
there, under the law, at least, either State or Federal, he has a bond 
deemed sufficient to afford the public protection. That is true; is it 
not ¢ 

Mr. SuHutman. That is true. 

Mr. Hiwx. The question I asked is why are you doing business with 
a grain man whose bond is no good, and who sold wheat that he does 
not own and then you come back and want to afford relief—— 

Mr. Betcuer. Will the gentleman yield? 

Mr. Hinz. Of course, I know all you fellows from the wheat places 
want to protect these peop le. 

Mr. Beitcuer. Will you yield? 

Mr. Hitz. No; youcan have the floor. 

The CHatrMan. Let us have Mr. Shulman answer the question. 

Mr. SHu_MANn. The Government should not do business with an 
unreliable warehouseman, and steps have been taken to prevent recur- 
rence of this situation; but many of these warehousemen who turned 
out to be unreliable were warehousemen who previously had enjoyed 
fine reputations in their communities and had been in business for 
many years without any questioning having been done. 

Mr. Hitt. Then I say that they have been guilty of stealing from 
Uncle Sam, and now you want to protect them by saying they are 
innocent, and if you say they are innocent, they are. 

Mr. SHutmMan. No; Mr. Hill. 

Mr. Beicuer. Will the gentleman yield ? 

Mr. Hitt. Yes, sir. 

The Cuatrman. The gentleman from Oklahoma. 

Mr. Bevcuer. Let us just be as fair as we can. In the first place, 
they had a right to expect that the man would have sufficient bond, 
and to say that anybody is guilty of negligence because in dealing or 
exchanging and once in a while getting a bit of grain that is not really 
theirs to be sold, you want them to be dealt with as criminals. That 
is not a fair statement. 

As I understand it, it is not the warehouseman for whom relief 
would be afforded, but the innocent purchaser who purchased from 
that warehouseman in good faith for full value. 

For instance, you go down to Hecht’s and buy a suit, say, you went 
a couple of wee ‘ks ago. You pay for the suit you buy; and after you 
pay in full, it develops that Hecht’s has not paid the manufacturer 
for the suit; and now they do not have the money to pay for it. The 
manufacturer that has made that suit and sold it to Hecht’s is going 
to come to you and collect for it a second time then because Hecht’s had 
not paid for it and you had no way of knowing of that when you 
bought the suit; isn’t that correct? Let us be fair about it. 

Mr. Jones. Will the gentleman from Oklahoma yield ? 

Mr. Bevcuer. Yes. 

Mr. Jones. Do you think that any court would make that fellow 
pay the second time for the suit of clothes ¢ 
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Mr. Poace. They most certainly do in this particular instance. I 
think they will make that man pay for it. 


Mr. Jones. I do not think any jury in the country would force him 
to pay for it again. 


Mr. Poace, It never gets toa jury. 

Mr. Jones. They will never get to a jury and they will never collect 
any money from this fellow either. 

Mr. Poacr. There is nothing that a court can do except instruct a 
verdict. The court has got to instruct a verdict against any purchaser 
today, innocent or with knowledge. 

Mr. Jones. I do not know who wrote this bill, but this thing on its 
face; I do not know how he can be innocent if he is guilty of stealing. 

Mr. Poace. He is not guilty. He is innocent. He purchased from 
the warehouseman in sood faith. 

Mr. Jones. How can he be innocent if he is culty ? 

Mr. Poacre. Wait a minute. You have it wrong. We have an inno- 
cent purchaser who buys the grain from a man who has the grain and 
who tells him that he has a right to sell it. That is not a question of 
guilt or innocence. We are not talking about a criminal. We are 
talking about dollars and cents. 

The man is an innocent purchaser if he deals without any knowledge. 
If it is to be an innocent purchase, there must be no knowledge. If 
there is a record in your county clerk’s office or if there is a mortgage 
on the property, if any of those things are reported, you can’t be an 
innocent purchaser, on some land, ean you?’ 

Mr. Jones. That is right. 

Mr. Poace. This says that you are an innocent purchaser if there is 
no record of encumbrance or other title and if you did not have any 
actual knowledge. 

This says if you are one of those who purchased without any actual 
knowledge or constructive knowledge or if there wasn’t any circum- 
stance that would put a reasonable man on notice that there might be 
some fraud, then you are an innocent person. 

Mr. Jones. I can follow all that, but as far as saying that these peo- 
ple are innocent purchasers, I cannot follow that. 

(Discussion off the record. ) 

Mr. Jones. Can you tell me anybody who has ever paid under these 
circumstances ¢ 

Mr. Suutman. Yes. 

Mr. Jones. Do you mean to tell me that there have been instances 
where you have actually collected in these cases? 

Mr. SHuLMAN. Yes. 

Mr. Jones. You mean an sre a fellow bought from the elevator ? 

Mr. Suutman. Yes, si 

Mr. Jones. And the ae man did not pay and he had to pay 4 

Mr. Suutman. The elevator man did not pay because he was 
financially un: able to pay; but I ean give you any number of citations 
and court decisions in which rulings were made. 

Mr. Jones. I am talking about where a fellow actually paid the 
money, Where it was actually collected. 

Mr. Suvutman. Yes. 

Mr. Jones. Where he dealt through the second party ¢ 

Mr. Suviman. I would assume so. Most of the cases we have he 
deals clirect ly ~or he deals through a broker. There are cases in W hich 
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people brought grain from an elevator, paid cash, had no idea they 
were buying — that the warehouseman did not have any right 
to sell, and were held lable to the true owner of the erain. The »y 
are cited in the very extensive analysis that accompanied the letter 
hat | read. Many Soe aa OlS so hold. 

Mr. Lovee. Mr. Chairman. 

The Crairman. Mr. Lovre. 

Mr. Lovrr. The entire result of this legislation would be to exon- 
erate all purchasers from any liability whatsoever ¢ 


Mr. Suvutman. No, sir. It would not exonerate any purchaser of 
grain who knew or had re ason to know that he was buying grain that 
Fis team inebiiiicas a no right to sell. Any circumstance which put 


a reasonable or prudent man on inquiry would, to my view, subject 
him—would put him in a category of purchasers who would not be 
relieved from liability under this bill. 

Mr. Lovre. In the case of the grain in these elevators that we are 
talking about, is it not reasonable to assume that every purchaser 
would be an innocent purchaser ¢ 

Would you not have a pretty difficult job of proving that the pur- 
chaser who gets grain belonging to Commodity Credit Corporation 
knew that fact ? 

Mr. Suvuiman. I think the problem of proof would be a difficult one. 
There are cases, however, where the circumstances are such that pretty 
clearly indicate that he should have knowledge. For example, he 
might be buying grain at under the market price. That would cer- 
tainly bea very significant fact. 

Mr. Lovrr. I recognize that where he buys it for less than the market 
price, but in most cases that is not true. 

Mr. Suvurman. There are cases in Colorado involving beans where 
the pare haser, we think, knew very well that he was buying beans 
that the warehouseman had no right to sell, because the y belonged to 
the Commodity Credit Corporation ; so certainly it would be too broad 
a statement to make that all of the purchasers would have to be held 
to be innocent purchasers. 

Mr. Lovrr. But to a large extent that would be true under the cir- 
cumstances, would it not ? 

Mr. Suvurman. I think that is true. 

Mr. Lovrr. You, as a lawyer, would have a mighty tough job to 
prove that the purchaser knew that the grain in question was grain 
that belonged to the Commodity Credit Corporation. 

Mr. Suu_mMan. I think that is probably correct. 

However, I believe that in the great majority of these cases the 
purchasers are certainly innocent purchasers. 

Mr. Beicuer. Is it not a fact that in the large majority of cases, 
there is no way on earth for the purchaser to know whether he is buy- 
ing grain that belongs to somebody else because the warehouseman 
may ‘have grain belonging to a lot of different people, and how the 
purchaser of that grain can say, this belongs to (¢ ‘ommodity Credit, 
and this belongs to somebody else—how is he ever going to do that? 
He is just buying it from the warehouseman. 

Mr. SHULMAN. Anybody who buys grain from a warehouseman 
who is a dealer in grain would have no w ay of knowing or being cer- 
tain that that warehouseman is selling grain that the w arehouseman 
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has a right to sell, that the grain actually belonged to the warehouse- 
man, unless he went in and measured and checked against his receipts. 

Mr. Betcuer. You would have to, for instance, measure his ware- 
house and determine he had 1 million bushels, and he did not have 
receipts for 1 million bushels, because th: . is the only way you would 
know whether he was selling somebody else’s wheat because you could 
not go look at it and tell. 

Mr. SuutmMan. That is the only way you could protect yourself. 

Mr. Betcuer. In other words, if you want to buy a carload, you 
said you would have to first audit the warehouse to determine whether 


you could lawfully buy that wheat to avoid having to pay for it twice. 


The Cuatrman. Mr. Lovre, and then Mr. Golden. 

Mr. Lovre. Under those circumstances, why is not the bond suffi 
ciently high to cover all of this potential liability ? 

Mr. Suutman. Because the cost of the bond which would cover 
the value of the potential capacity of a warehouseman would, I under 
stand, be almost prohibitive in amount. It would run the cost of 
warehousing all Government grain probably in excess of the actual 
protection the Government would gain. 

Mr. Lovrr. I am exceedingly sympathetic with innocent purchasers, 
but it seems to me that this legislation is opening the way to more 
abuse than under present circumstances. 

Mr. SuvutMan. Maybe so. I would like to suggest that in those 
States that have already adopted the one Commercial Code— 
there are 2 States that have adopted it, and there are 6 States that 
have introduced it in their State eres and there are 3 or 4 
other States in which the committees of the State legislatures are now 
studying it—and I believe that eventually the Uniform Commercial 
Code will be probably adopted by the 18 States. It has even been 
suggested that it be adopted by the Congress. 

Mr. Lover. Is that not where we should stop right there, rather 
than make exceptions? 

Mr. Suutman. Except take this: This bill would be retroactive in 
effect. The Uniform Commercial Code would, of course, affect only 
prospective transactions. 

The CHarrman. Mr. Golden. 

Mr. Goipen. If this bill is passed, then the ultimate loser of the 
value of the wheat would be the Government ? 

Mr. Suutman. The Government would forego its right to prosecute 
claims against innocent third-party purchasers in those instances 
where it has been unable to collect in full from the warehouseman 
or his surety. 

Mr. Goupen. If it is passed, what is your opinion as to the effect 
it would have on the administrators of the act as to whether or not 
they would prosecute, go after the perpetrators of the fraud more or 
less ¢ 

Mr. Suvuiman. I do not think it would affect in any degree the 
Government’s attitude toward warehousemen who converted grain. 
The Government’s attitude is that every warehouseman who is guilty 
of a criminal conversion of grain shall be prosecuted. 

Mr. Poace. Will the gentleman from Kentucky yield now? 

Mr. SuutMan. There have been more than 75 indictments returned 
against gentlemen who have converted grain. 
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Mr. Poacr. The gentleman asked for the increase or decrease in 
the capacity of the D. A. to act against the original converters of 
the grain; but it would seem to me that if it has any effect at all, it 
would certainly be an increase rather than a decrease. It would 
seem to me that they would be even more diligent in prosecuting and 
trying to recover from the original converter because that would be 
the only source—those who had knowledge or had reason to have 
knowledge—would be the only source from which they could make 
their recove ry. 

The district attorneys in that are just like all others, and they seek 
the easiest way out. If they find the warehouseman is not financially 
able, and it would be a difficult case to collect, and then there is a 
man several steps removed from the action and had no knowledge 
whatever of it, who was a completely innocent purchaser, but he has 
got the money and you get a judgment against him easily, they go 
after the man who has got the money, and collect it off him, just. 
because they can collect it 

They let the hard case go against the original converter of the 
grain, because Just like bank embezzlers, they get a lot of money but 
ot -y never have it when you come around to recover it. Consequently, 

is difficult to get it out of them, and they go to the next man. 

Mr. Goupen. It seems to me : at the district attorneys would take 
such steps as they should take in bringing the gain to the Federal 
Government. Most of these offenses in the first instance are re ported 
to somebody in the De partment ot Agriculture: that is, before they 
go to the district attorneys. 

Mr. Poagr. These do not go to the Federal grand jury. You are 
doing the same thing Mr. Jones is doing. You are confusing the 
civil and criminal. This has nothing to do with the criminal. 

‘These cases are never pre sented to the ore ind jury. 

Mr. Gorpen. Wait a minute. You have a criminal case with the 
original converter of the wheat. I am asking the ultimate effect 
on these officials of the Government—the district attorneys and the 
administrators of this—as to what effect he thinks the passage of 
the act would have upon them, as to whether or not it would increase 
their activity to go after the original perpetrator. 

Mr. Suutman. I think the Government would continue to be vigor- 
ous In its prosecution of any converter of Government grain. It has 
been vigorous in the past. As I indicated a moment ago, there have 
been 75 indictments returned against warehousemen who converted 
erain. 

Mr. Beitcuer. As a matter of fact, the only thing that the Govern- 
ment could do in a case of that kind would be to prosecute the orig- 
inal converter. The Government would have no place to get all their 
money back except from the original converter. It seems to me that 
the Government would more vigorously prosecute the original con- 
verter then because they would not want the Government to lose the 
money; and if that were their only chance to recover the money, I 
think they would prosecute that converter more vigorously*to show 
that the Government hasn't lost a penny in this transaction. 

Mr. Srutman. Certainly there is nothing in this bill that would 
make the Government less vigorous in its prosecution of any guilty 
purchaser of grain. 
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Mr. Hint. But you people have not been vigorous enough in check- 
ing those fellows or you would not be asking for this bill. I think 
you were very guilty in this matter in the past in the Commodity 
Credit Corporation. You may be better now. 

The Cuairman. Are there any further questions? If not, we thank 
you very much. 

The committee will now go into executive session. 


(Thereupon, at 11:35 a. m., the committee went into executive 


Session. ) 
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FUNGIBLE GOODS CONVERSION CLAIMS 


WEDNESDAY, JULY 14, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10: 15 a. m., in room 1310, 
New House Office Building, Hon. Clifford R. Hope (chairman) 
presiding. 

Present: Representatives Hope (chairman), Andresen, Hoeven, 
Harvey, Lovre, McIntire, Williams, King, Cooley, Poage, Grant, 
McMillan, Abernethy, Abbitt, Polk, and Jones. 

The CuHarrman. The committee will come to order. The first matter 
to come before the committee this morning is a bill, H. R. 6878, on 
which the committee has had some discussion earlier this week. 

I have asked Mr. Farrington of the Department to come up and 
discuss the matter further, and perhaps more generally just to be 
here to answer questions that might be raised concerning the bill. 

Mr. Farrington, I understand that you have a statement. You 
might proceed to present that to the committee at this time, then, 

Mr. Jones. Which bill is that, Mr. Chairman ? 

The Cuarrman. H. R. 6878, the bill relating to the fungible goods. 


STATEMENT OF R. F. FARRINGTON, SOLICITOR, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Farrineron. I do have a brief draft of a statement, Mr. Chair- 
man, which was prepared this morning. I am sorry it hasn’t been 
mimeographed, and copies are not available. 

I believe that the members of this committee probably know that 
this bill, H. R. 6878, is a companion bill of 8. 2526, which was intro- 
duced in the Senate by the late Senator Butler of Nebraska. 

H. R. 6878 would relieve a person who bought and received delivery 
of fungible goods, in good faith and in the ordinary course of busi- 
ness, from a warehouseman who was also in the business of buying and 
selling such goods, from any claim of Commodity Credit Corporation 
on account of the transaction. 

I have no prepared statement on the bill. I shall be glad, however, 
to briefly explain my understanding of it, if you so desire, and to try 
and answer any questions that you or the other members might have. 

The bill, to be more specific, would amend the ( ‘ommodity Credit 
Corporation Charter Act by adding the following new section: 

A buyer in the ordinary course of business of fungible goods heretofore or 
hereafter sold and delivered by the warehouseman who was also in the business 
of buying and selling such goods shall take or be deemed to have taken such 
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4 free i aim existing hereafter arising by Commodity Credit 
Corpo! I sed on the v ‘ ithority in the warehouseman to sell such 
pre | he buyer purchased such goods for Value in good faith and did 
| vol e reas to know of any defect in the warehouseman’s authority 

hb 
[ believe it important to emphasize that in order to be free of any 
recount of the transaction, the buyer must have bought and 
cepted delivery of the goods: in the ordinary course of business; 
irom a warehouseman who was also in the business of buying and 
selling such goods; the buyer must have purchased the goods for value 
ind in good faith; and, he must not have known or had any reason to 


know of any defect in the warehouseman’s authority to se Il the goods, 

The purpose of the bill is to relieve the honest and prudent pur- 
chaser from having to pay for the goods twice: First to the irresponsi- 
ble seller; and next to the real owner of the goods. That is all the bill 
would do. The Government would retain all of its rights against 
vuilty warehousemen and their sureties, against guilty purchasers, or 
against purchasers who bought the goods under circumstances which 
would cause an honest and prudent man to make inquiry into the cir- 
cumstances of the sale. 

This bill would apply only to claims of Commodity Credit Corpora- 
tion; it would not affect other claims of the Government. 

The harshness of the rule of law which the bill is designed to correct, 
however, has been rather generally recognized. A uniform commer- 
cial code has been proposed for adoption by the Congress and by the 
legislatures of several States. 

The proposed code has been approved by the American Law Insti- 
tute, the National Conference of Commissioners on Uniform State 
Laws, and the house of delegates of the American Bar Association. 
The code contains a proposed provision similar in legal effect to the 
provision proposed in H. R. 6878 for Commodity Credit Corporation. 

The code has already been adopted in 2 States, has been introduced 
in 6, and is under study by committees in 4 others. 

Purchasers in good faith and in the ordinary course of business from 
warehousemen are not liable in England, from which we inherited our 
principles of common, |: iw. The rule in this country has been criti- 
cized on many occasions by lawyers and judges as being unduly harsh. 

The rule which H. R. 6878 seeks to amend has become a m: jor prob- 
lem for grain dealers with the expanded storage operations of Com- 
modity C recdit C orporation since World War II. It could become an 
even more serious problem for purchasers from warehousemen because, 
under the existing rule, they could never be certain unless they meas- 
ured the grain in the elevator before they purchased it that they would 
be free of claim for liability. 

The Department recommends a slight amendment to H. R. 6878. It 
suggests that the word “physically” be inserted between the words 
“and” in line 8 and “delivered” in line 9, page 1, of the bill. 

The clause would then read: 

A buyer in the ordinary course of business of fungible goods heretofore or here- 
after sold and physically delivered by the warehouseman * * 

This change is recommended because the Department does not be- 
lieve it would be wise to alter the rule of law with respect to overissued 
receipts and to permit the holders of overissued receipts to share in 
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grain held in stock by an insolvent warehouseman as against the hold- 
ers of receipts properly issued. 

The Department of Agriculture recommends favorable action on 
the bill. If there are any questions, Mr. Chairman, I will be happy 
to try to answer them. 

Mr. Kine. Mr. Chairman. 

The Cuarrman. Mr. King. 

Mr. Kine. Without this action of the Government’s, just a general 
law on stolen goods, if this is enacted, how will the law here be 
different from the general law on stolen goods ? 

Mr. Farrincron. The law will be different in that herein an excep- 
tion will be made because of the fact that we are dealing with fungible 
goods, where they are intermingled with others. 

Mr. Kina. Is that the difference? It all hinges on that word 
“fungible” ? 

Mr. Farrtneron. It all hinges on that word “fungible” because it 
is impossible when a man buys these warehouse receipts from a ware- 
houseman who is also in the business of buying and selling grain, he 
has no chance to know how much grain he has unless he goes in and 
measures it. He cannot check a chattel mortgage, as for an automo- 
bile or a tangible piece of property. 

Mr. Kina. I think that is a good basis for a differential. 

The Cuamman. Are there any further questions? Mr. McIntire. 

Mr. McIntire. I think someone mentioned in the previous discus- 
sion that there were some $314 million involved in this type of prop- 
erty suits and so forth. Is that figure reasonably accurate, according 
to your recollection ? 

Mr. Farrineron. I would say, Mr. McIntire, that there is a possi- 
bility of that many claims. 

Mr. McIniree. The thing that bothers me—I don’t know if it is con- 
trolling at all—is that the transactions run into millions of dollars, 
and you come down here with a problem that involves a relatively 
small amount in relation to all of the transactions, and I think, Mr. 
Chairman, someone had mentioned in previous statements that some 
of those problems were being corrected at the State level, but in your 
opinion, Mr. Farrington, are we using the Government to change a 
common practice in handling the responsibility of third parties in 
relation to the mortgaged goods? 

1 appreciate the word “fungible” in here, but I am just wondering 
if for the Government to meet a problem in relation to some of those 
problems is sort of leading out here in establishing a precedent which 
perhaps more constructively ought to be taken care of in the change 
of codes perhaps at the State level ? 

Mr. Farrineton. Certainly this would be the first instance in which 
I know of where the Government had approved such a change in the 
law. As I mentioned in the other statement, however, this uniform 
commercial code which has been worked on by many eminent lawyers 
and judges contains a provision similar to this one. 

This one, of course, W il] apply only to Commod ty Credit ( ‘orpora 
tion. I believe the American Bar Association has recommend | that 
that be adopted generally by the Coneress ot the Un ted States in the 
case of all claims, and two States, as I understand, have adopted the 
code. One of them is Pennsylvania. I believe the other one is New 
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Hampshire. It has been introduced in 6 others, and it is under study 
n 4 more, including, I believe, Kansas, Mr. Chairman. 
Ir. Horven. Will the ve ntleman yield? 

Mr. McIntire. Yes 

Mr. Horven. Mr. Farrington, what set of circumstances, if any, has 
brought ab the request for legislation at this time? Is it some 

iticulal tuation, or is it the general problem that should be 
remedied. and I wish vou would elaborate on that. 

Mr. Farrincron. Of course, it takes a lot of work to prepare a 
Government case, particularly one of these larger ones. 

I should say that public sentiment is generally against the idea of 
proceeding against third parties in these kinds of cases, and it is 


difficult in many cases to prevail successfully in the action, because 
in some cases the judges do not sug the rule. They think it is unduly 
harsh, and, of course, the grain dealers gener: ally are complaining 


about it wae se of the ok aime vay operations of Commodity Credit 
orporation, following the increased stocks of grain following World 

War II: and the fact that these suits are filed does cause some dis- 

ruption of business; and we think it may become more serious. 

Mr. Horven. Are you having some difficulty at the present time 
n certain projects that you need the legislation, is that the point? 

Mr. Farrincron. I cannot point, Mr. Hoeven, to any specific case 
coming we Generally those cases are not well received because the 
man is aving to pay tw ic e when | ne h: ue | abs olutely no way of checking, 
except going down and measuring the elevator, to know that he was 
getting himself in trouble. 

Mr. Horven. I appreciate your position from a general standpoint 
that the legislation may be needed; but I am trying to determine in 
my own mind why the request at this time. It has been going on for 
quite a while, and now we are confronted with the request. I just 
wanted to know why the request for this legislation at this time. 

Mr. Farrrncron. There are rumblings about it: and, as I say, gen- 
erally the grain dealers are complaining about the rule and it does 

ow up things. 

Mr. Jones. Will you vield? 

Mr. = EVEN. The oF ntlem wn has the floor. 

Mr. Jones. Will you yield to me? 

Mr. : IntTire. Yes. 

Mr. JONES. Hav you had iT stances, Mr. Farrington, where you are 
or have proceede : against warehousemen who have sold such goods 
whe 1 the \ di dn’ { have title or didn’ { h: ave eoods and where the Com- 
modity Credit has been unable to collect from the warehouseman ? 
Have you had instances like that ? 

Mr. Farrimneron. We have had those kinds of cases, but this bill 
would not affect. t hose. Mr. Jones. 

Mr. Jones. It would we affect those cases? 

Mr. F ARRINGTON. No, s 

Mr. Jones. In other w me vhat I am getting at is it seems you are 
trying to prosecute this innocent pers haser. Iam not for doing any- 
thing that is going to make it easier for the warehouseman who is 
supposed to be a legitimate 0 rator and whom we suppose that 
Commodity Credit Corporation has approved; and I would suppose 
had a bond from him assuring his legitim: ite operation. I don’t want 
to do anything to let him get out from under Ti thing. 
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Mr. Farrineron. This bill would not affect in any way the ware- 
houseman’s liability. Neither would it affect in any way our proceed- 
ing against him. 

Mr. Jones. Mr. Hoeven asked you a minute ago, you evidently have 
some cases of innocent purchasers or you wouldn’t be in here with this 
bill. 

Mr. Farrtnoron. We have approximately 35 at the present time 
that I know about. 

Mr. Jones. About 35. Involving how much money ? 

Mr. Farrrncron. Approximately, somewhere about a little over 
$3 million. 

Mr. Jones. Do you know whether you tried to get that back from 
the warehouseman ? 

Mr. Farrineton. Surely we are trying to get that back. 

Mr. Jonrs. If you do get it back from him, this third party would 
not be liable, is that correct ? 

Mr. Farrineron. That is correct. 

Mr. Jones. Under what circumstances would it be that you would 
not get this money back from the warehouseman ? 

Mr. Farrineron. If the warehouseman wasn’t solvent. If he did 
not have any grain in his elevator, if the bond was not sufficient. 

Mr. Jones. You mentioned if the bond was not sufficient. On what 
basis is that bond arranged? In other words, what is the percentage 
of the man’s business that his bond is supposed to cove i 

Mr. Farrtneton. The bond is relatively small part of it, Mr. Jones, 
It is generally in accordance with the F ederal Warehouse Re t. Every 
warehouse, you see, is not valuable. The value is not covered by the 
bond, 

Mr. Jonrs. The value is not covered by the bond, I can under- 
stand that; but it seems to me that if we were exercising ordinary case 
that we would not get ourse Ives in that position. 

Mr. Farrtncron. You never can tell when the warehouse is going 
to turn up short. We have about 300 warehouse shortage cases now, 
as I recall, and they are scattered about the country. They are for 
many reasons. They apparently buy and sell the other fellow’s 
grain 

Mr. Jones. In that circumstance, it would be a criminal offense; 
would it not? 

Mr. Farrincron. Yes, it would be a criminal offense, and we would 
proceed against him criminally. 

Mr. Jones. Do you know whether any of them have ever been pro- 
ceeded against criminally and convicted ? 

Mr. Farrincron. Yes, they have. I am sure that they have. 

Mr. McIntire. Just one other question, Mr. Farrington. Usually, 
the warehouseman would be the first to know the weakness of his 
financial condition and the impossibility of the Government to collect 
against him in the case of a shortage. 

If this bill were passed, and we were releasing an innocent oe 
might concede a justification in that—but to what extent could ¢ 
warehouseman set up the situation, knowing that nobody except stn 
self is going to get caught if he sells grain that he had no title to, and 
releasing all other purchasers, with no recove ry excepting the ware- 
houseman ? 
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Mr. Farrrnoron. Of course, those few cases that might arise could 
be met, but you understand the third-party purchaser would not be 
released unless the facts showed that he had actually in good faith 
purchased it. 

I mean if there were collusion or conspiracy between the ware- 
houseman and the purchaser, we would proceed against him as we 
always would. In practically every case, and I feel I am safe in 
saying in every case, when a ware ‘house shortage develops involving 
grain shortage, which causes a loss to Commodity Credit C orporation, 
the ‘re is an extensive investigation by the ¢ ‘omplis ince and Investiga- 
tion Branch. 

If as a result of that investigation, it developed that any of these 
people who had purchased or bought warehouse receipts from the 
warehouseman even had any reasonable grounds for knowledge of 
insolvency, we would proceed if this bill was enacted just the same as 
we did before. 

He has to have acquired the warehouse receipts in good faith and 
in the ordinary course of business, and under circumstances which 
wouldn’t put him on inquiry. 

The Cuarrman. Mr. Lovre. 

Mr. Lover. Mr. Farrington, this legislation is retroactive; is it not? 

Mr. Farrrneton. Yes, sir. 

Mr. Lovre. Would there be any objection on the part of the grain 
trade to eliminating the retroactive feature and make this applics able 
only to future transactions? 

Mr. Farrrncron. I assume the grain dealers would prefer the retro- 
active because there are some of those cases pending now; but if it is 
the wisdom of Congress to do it that way, certainly they would have 
to accept it. 

Mr. Lovre. The purpose of this legislation is to relieve prior inno- 
cent purchasers ? 

Mr. Farrtncton. Yes, sir; because there are some cases pending 
now. Some where suit has been filed; and some where it has not been 
filed. 

Mr. Lovrr. And if it was not, for that different legislation would 
not be required ? 

Mr. Farrtncron. This situation is going to develop from time to 
time. 

The Cratrman. Will the gentleman yield? 

Mr. Lovrre. Yes. 

The Cuamman. I think the gentleman brought up a very important 
point, and that is the retroactive feature of the legislation. I think 
there is considerable merit in the idea of making a change in the law 
as far as the present bill goes, but if we make it applic able to pending 
litigation, I think we are going to adversely affect the rights of other 
claimants and other creditors of the elevators and grain dealers who 
were involved here, because the work on these cases—they are cases 


where the dealer is insolvent, where a bankruptcy case or bond is in- 
sufficient. and the extent that we deny the Com nodity Credit C orpo- 
ration the right to go in and prosecute, as we are atte mpting o do, we 
are affecting ‘the rights of oll ‘claimants to a bankruptcy estate. 

I h: a to k snow of : a case out in Kansas—I am not sure it is in- 
volved here, but it is one that is pending at the present time—but there 
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are a great many farmers who have claims against this bankrupt 
estate, arising out of the fact that they brought their grain in there 
and in some cases they didn’t get warehouse receipts, they just ex- 
pected to come in and get them later, following the general course of 
business that is carried on out in that country, or they may have gotten 
warehouse receipts which didn’t mean anything to them because there 
was nothing like the amount of grain available to cover it, and the 
only claim they have. 

L think—I am not sure the situation arises in this case—there are 
some instances where the trustees of the bankrupt estate or the Com- 
modity Credit Corporation will be prevented from pursuing those 
claims against the purchasers of the grain in situations of this kind; 
but to that same extent the assets of the bankrupt estate are reduced 
and the general creditors of the bankrupt estate are going to have to 
take little or nothing in the satisfaction of their claims. 

Mr. Poacr. As a matter of fact—is not the United States Govern- 
ment—it holds warehouse receipts in every case ; does it not ? 

Mr. Farrineron. Generally; yes, sir. 

Mr. Poacre. It holds warehouse receipts; does it not get preferen- 
tial treatment over those farmers who do not have those warehouse 
receipts ; is that not right ? 

Mr. Farrincron. I would think so. Most of the farmers have re- 
celp ts too. 

The CHatrMan. But it satisfied this claim first. 

Mr. Poacr. First it ought to be satisfied. If there is anything in 
the hands of the warehouseman and he has any assets, the preferred 
creditors will take them before they proceed further, will they not? 

Mr. Farrirneron. Of course. 

Mr. Poacr. The United States Government certainly cannot go 
down here to some innocent purchaser and say, “You have got ‘to 
pay us in order that we may leave these assets in the hands of these 
bankrupts in order that the farmers may make their general claims 
first because the United States Government is a preferred creditor, 
and the United States Government must exhaust this principal—it 
must take whatever there is in their estate there.” 

You satisfy the claims of preferred creditors, and, surely, you are 
not suggesting that the United States Government should jump down 
here and extract out of some innocent purchaser the amount that the 
bankrupt holds simply in order to leave an estate there that the 
general creditors might receive. 

Mr. Farrineron. Of course, the amount that the Government would 
recover from this third party purchaser would go to reduce the Gov- 
ernment’s claim, and there might conceivably be cases where the Gov- 
ernment got almost all of its claim. 

Mr. Poacr. The Government has no right to prosecute that inno- 
cent purchaser even under the existing law without at the same time 
maintaining a suit against the prince ipal. 

Mr. Farrinetron. They would, of course, bring a suit against the 
warehouseman. 

Mr. Poace. That is right. 

Mr. Farrrncron. But I take it they would recover wherever they 
could. 

Mr. Poacr. But at the same time they have got to bring that suit 
against the innocent purchaser. Consequently, I do not think there 
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would be any more left for these general creditors. The Govern- 
ment has got to do what it has to to satisfy these preferred creditors. 

Mr. Lover. What are we going to do for those innocent purchasers 
that had paid the claims to the ¢ jovernment ? 

Mr. Anpresen. You are sure there are some of those ? 

Mr. Farrtneron. I am sure there are. I do not have a list of them, 
but I am sure there are some. 

Mr. Lover. Since there are some, does this legislation provide for 
that? 

Mr. Farrineton. Sir? 

Mr. Lover. Since there are some, does this legislation provide for 

that, so that everybody is treated equally ? 

Mr. Farrtneron. No, sir; it only applies to the cases now pending 
or cases arising in the future. 

Mr. AnpresEN. Will the gentleman yield ? 

Mr. Lovee. Yes. 

Mr. Anpresen. As I understand it, you have not come through with 
cases where you have collected money from innocent buyers; is that 
correct ? 

Mr. Farrtnoton. I am sure we have some, Congressman. 

Mr. Anpresen. Can you show how much you have collected ? 

Mr. Farrtneron. I do not have it isolated, but I am sure we have 
collected in many instances in the past because the law has been fol- 
lowed since the days of the beginning of the Commodity Credit 
Corporation. 

Mr. Poace. I want to find out how much the law has been followed. 
There is not a man in the room who wants this law to be followed. 
I think I can show you I am right. The law would allow you to 
follow that grain on out to the little farmer or the baker; would 
it not? 

Mr. Farrtrncton. We could follow it anywhere. 

Mr. Poacr. Of course. Let me give you an illustration. I think, 
that, as far as I know of this thing, it tis typical of it. 

I cited it the other day. This operation was in Suda, Tex. I 
have forgotten his name, but everybody knows it, but anyway, he de- 
frauded the Government out of a lot of money. Sudan or Muleshoe, 
anyway he shipped grain down to Fort Worth, down there to those 
terminal elevators in Fort Worth. 

Then the little man down in central Texas who buys grain in the 
regular course of trade would phone up there and order a carload of 
grain. They would send it down there with a bill of lading and 
draft attac hed, and he paid the regular market price for the grain; 
got the grain, made it up into feed, and sold the grain to the farmers 
around there for feed. 

You have got a right to follow that feed. If I bought some of that 
feed—and I do not know that I did, but it is possible that I did— 
if I bought some of that grain through the miller, you would follow 
it to me, could you not ? 

Mr. Farrtneton. I would presume so. 

Mr. Poace. You said that the Department has always followed this 
law. Asa matter of law you have got the same right to collect from 
the farmer who bought that feed from the miller as from the ware- 
houseman, have you not ? 
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Mr. Farrineron. If it was under warehouse receipt to the Govern- 
ment. 

Mr. Poacr. If it was under order ? 

Mr. Farrineron. If it was under order, yes. 

Mr. Poace. That is what I am talking “about. It was under order 
at the elevator at Sudan, Tex. 

Mr. Farrincron. Shannon was his name. 

Mr. Poage. Shannon was his name. Mr. Shannon went to the 
penitentiary, did he not ? 

Mr. Farrineron. I think he did. 

Mr. Poace. That is your answer as to whether these fellows have 
been punished. But, of course, the Government didn’t collect. These 
fellows are just like the little bank clerk that gets caught embezzling. 
He never has anything when he gets caught; so, of course, the claim 
could not be collected from Mr. Sh: annon. 

But he had shipped a lot of grain all over the country. <A lot of 
it went to Fort Worth, and a lot of these little operators who bought 
it from Fort Worth—they do not go up and look at it. They simply 
order it from the man at Fort W orth, and they have not the ‘slightest 
idea whether it came from Sudan, Tex., or whether it came from 
Garden City, Kans. 

They do not have the least idea where that grain originated from, 
and they do not care. He gets the grain and hauls it down to Me- 
Gregor, Tex., and makes feed out of it, and sells it to 100 farmers 
around McGregor. As a matter of law, you have a right to proceed 
against all those farmers, do you not? 

Mr. Farrineron. I would not want to say we do not have. I would 
want to look that up and investigate that before expressing a firm 
opinion. 

Mr. Coorry. It loses its identity, and it would not be possible for 
you to check up on that, would it ? 

Mr. Foace. I do not think we can identify this grain in the hands 
of the miller. The only way you can identify it is by the warehouse 
receipt. 

Mr. Farrineton. It would have to be tied in with the warehouse 
receipt. 

Mr. Anerneruy. Mr. Poage, have you presented a hypothetical 
situation assuming that you could follow it? 

Mr. Poagr. It is not too hard to say you could follow it because 
if that miller did not buy but one ec: arload of grain, and that is all he 
bought, it could then be learned that the miller did not buy more 
than one at a time, and that is all he had to work with, and it would 
be just as easy to follow that on out to the miller in McGregor as it 
could be. 

Mr. Farrtncron. We could sue the farmers in that case. 

Mr. Poace. You could sue the farmers—that is exactly right. That 
is what is wrong with the law now, and I am saying there is not a 
man on this committee that wants you to follow it, and you have not 
followed it; but these fellows who talk about you following the law, 
they do not mean it, because they do not want you to collect that 
money again from the farmers. The farmer paid the miller for it, 
and he should not be charged again: but by the same token that you 
would not go out there and collect it from that old boy who feeds it 
to his chickens, you should not try to collect it from the miller who 
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bought this innocently, and should not be charged a second time for 
t} i 27) in. 

This feature of the retroactivity—it is not actually retroactivity. 
It is actually saying that the Un ited States Government does not want 
a profit immor: ally. That is all we are saying under this law, is that 
ve know the United States Government has a legal right to do an 
immoral thing, and we are simply saving that the United States Gov- 
ernment 1s not eons gs to abuse the om that it possesses to hurt its 
citizens unfairly and immorally. That is all we are saying. 


Mr. Lovrr. Will the ven tleman viel |? 

Mr. Poacr. Surely. 

Mr. Lovrr. I think it is already agreed that the Government has 
practiced immorality—in the term that you had used—in the past. 

Mr. Poace. I think it has. 

Mr. Lovrr. Under this legislation, as I understand it, it is retroac- 
tion, and the $314 million that is now outstanding and in litigation, 
they will be relieved of li: ibility. 

My question was this: that in truth is there any way that we could 
do justice to those innocent purchasers that have paid through the 
nose 1n cases like this in years gone by? ¢ 

Mr. Poacr. I think we ought to refund their money to them. Sure, 
we can do justice to them, and the way to do justice by them is to let 
them come before this Congress and bring a claim. I do not know 
how many have paid, but I think they should have that money re- 
funded. 

The Craiman. Gentlemen, you have referred to matters here that 

[ think, illustrated in a letter from the Department which calls 
attention to specific cases, 

On page 2 of the list of claims there are two that I would like to 
call your attention to. Both cases involved the question of pursuing 
claims against grain purchasers, and have recently been settled out of 
court. 

The suits were dismissed, but they were settled by the payment of 
at least a part of the claim. I do not know whether it was all of it, 
but, in the Texas case, a settlement was consummated in the amount 
of $201,931.46, of which $50,000 was paid in cash, and the balance evi- 
denced by a note payable in installments and secured by mortgages. 
The cash payment was contributed to by the purchasers. 

The next case the civil suits against the surety and purchasers dis- 
missed following payment of Government’s full claim for $12,761.81 
Dy warehouseman's estate and his surety, with pro rata contributions 
by the pure hasers. 

Mr. Lovre. Mr. Chairman, Iam not quite through. I had a couple 
of questions I wanted to ask. 

Mr. Farrington, did I understand you correctly that the American 
Bar Association has endorsed legislation of this type? 

Mr. F ARRINGTON, They have not endorsed this specific legislation, 
but they have recommended a change in the rule of law which is in- 
volved he re. 

Mr. Lovre. In other words, that uniform code could apply if 
applies to fungible commodities ? 

Mr. Farrineron. Right. 

Mr. Lovrr. Do you know if the American Bar Association is going 
to press for this uniform legislation ¢ 
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Mr. Farrineron. No, sir; I do not. 

Mr. Lovre. Do you think it would be advisable for Congress to 
proceed before this uniform legislation is enacted by the various States 
involved ¢ 

Mr. Farrineron. I think that would be a matter of congressional 
judgment, Mr. Lovre. I do not know of any reason why Congress 
should not. 

Mr. Lovre. Has it been the practice of Congress to provide legisla- 
tion like this prior to the time that the American Bar Association and 
the various States had taken steps toward uniform legislation 4 

Mr. Farrinoron. I think that is right. There are lots of passages 
of law that apply only to Government claims, that do not apply to the 
same kind of claim originating in a State, and my information is it 
has already been adopted in two States, Pennsylvania and New 
Hampshire. 

Mr. Kine. Will the gentleman yield / 

Mr. Lovre. Yes. 

Mr. Kina. It seems to me that the urgency now is based entirely 
upon pending claims. Certainly, if the principle of the thing is 
right, action should be taken right now rather than some long time in 
the future simply to get rid of the claims pending. 

Mr. Lovee. I appreciate that, but what bothers me is the innocent 
purchasers in years gone by. I am afraid of this: That if we give 
this relief to the present third-party defendants or present defendants, 
and we do not give relief to all the ones in previous years, we could be 
criticized and justly so, if we do not take some steps to reimburse the 
innocent purchasers that have repaid the Federal Government. 

Mr. Kine. The legislation is definitely strengthened by this retro- 
active a The only thing that keeps it from being not a claim 
to the Government is the courtesy of the Government, but cert: ainly 
the Government, by private bill or some way, would proceed to reim- 
burse those private citizens who have paid back to a definite date of 
retroactivity or whatever it is, how far back you can go. It is 
retroactive to what date? 

Mr. Farrineron. The bill itself simply says 

The Cuatrman. Heretofore or hereafter is what the bill says. 

Mr. Kina. The position of those who have aiready paid would be 
greatly improved so that they could in time get relief, that Congress 
would not refuse : any such relief to them. 

Mr. Lovrr. Mr. Farrington, would special legislation have to be en- 
acted in order to reimburse innocent purchasers who have paid claims 
heretofore to the Government ? 

Mr. Farrrneton. My present view is that it would be. I have not 
studied that particular phase of that bill, and I did not draft it. Ido 
not know what the drafters had in mind. My present view, however, 
is it would require further legislation; but I would like an opportunity 
to look into it. 

Mr. Anernetuy. I take it that would be before the Judiciary Com- 
mittee, the Subcommittee on Claims. 

Mr. Cootry. Will the gentleman yiled ? 

Mr. Lovee. I have not finished. 

Mr. Coo.ry. I thought you had. 

Mr. Lovrr. May I ask the gentleman from Pennsylvania if this leg- 
islation were passed, would he then be in favor of legislation to reim- 
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burse innocent purchasers who had paid to the Government under 
milar circumstances in years gone by? 

Mr. Kina. ( ertainly. 

Mr. Poacr. Will the gentleman yield? 

Mr. KING. | certainly would be in favor of volIng back to the period 
where pending claims were rebated, so that back to a certain time any- 
way we are taking care of everybody alike. 

Mr. Lovre. Would not the gentleman be in favor of reimbursing all 
nnocent purchasers, regardless of time, if they were under similar 
circumstances ¢ 

Mr. Kine. I do not know that it would go back be yond 5 25 years. 

Mr. Lovee. It seems to me that when you are making some Siig ret- 
roactive, you would make it retroactive to a certain date to avoid a lot 
of litigation that might be so far back that it would be ve ry difficult 
to present a case on. 

I would like to ask that question: Should not this legislation carry a 
date? 

Mr. Poace. It has a cutoff date. If the gentleman will yield. 

Mr. Lovre. I will yield. 

Mr. Poage. This bill only relates to transaction of the Commodity 
Credit Corporation, and that has not been in existence since the begin- 
ning of this country. It has only been in existence for the last 20 
years. 

Yet the bill says 25 years is a reasonable time. I think it is, and it 
automatically cuts itself off. You did not have any Commodity Credit 
since 1896, so that you cannot go back to the Civil War or something 
of that kind in this bill. There is an automatic cutoff on this bill that 
is just as effective as if you put in a date. 

You do not have to put in a date. Now, as to the concern that the 
centleman feels, I suppose, as to the large volume of claims that would 
be presented, I do not think there is any large volume; and I think that 
if the Department would get us a list of the number of claims paid by 
innocent purchasers, I think you will find that there are not very many 
of these except where some of them contributed somewhat to making 
a settlement. Settleme nts were generally carried by the bonding com- 
panies. That is where there were two suits against converte rs—they 
were suits against warehouses that had converted grain and the inno- 
cent purchasers purchased it, and where they had been brought into 
the suit as third parties. 

The chairman’s point in those two cases he gave was that they con- 
tributed to the settlements, how much we do not know, but in each 
case there was a bonding company, and I am quite certain that the 
bonding company paid them out of the bond, whatever that was, and 
that the innocent purchasers paid, I do not know, what percentage 
of this; but unquestionably instead of paying the full amount, they 
paid only a portion of the claim in order to settle the claim. 

One was $50,000, and the other was $12,000. 

The CuarMan. The total amount involved was $201,000 of which 
$50,000 was paid in cash, 

Mr. Poace. So that I cannot believe that there is any substantially 
large volume of these claims affected; but whatever it is, I think the 
gentleman from Pennsylvania is right. I think they ought to be paid: 
but this committee cannot pass on them, because we cannot turn over 
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to the Department of Agriculture the right to pay them, because we 
are not telling them who is an innocent purchaser. 

We are simply saying to Mr. Farrington, this bill does not give 
you any authority to say that Mr. Lovre is an innocent purchaser, 
and, consequently, you would not collect from him. It says that is 

. defense in the court, and you have got to come in and prove that 
to the satisfaction of the court, that you are an innocent purchaser; 
not simply before some board for that board to decide that you are 
an innocent purchaser. No, it is to be proved in court. 

Consequently, we cannot treat these people the same, because we 
have got to give them some kind of a hearing. 

Mr. Jonxs. You say the courts are going to decide. I do not know 
whether they are or not. I think the way it is worded here, I think 
they are going to get the authority to determine whether or not they 
are going to file the suit; and I do not think you are going to get them 
in court to decide that. 

Mr. Poace. Of course, they have always got the right to decide 
whether they are going to file the suit against them or not. 

Mr. Jones. I think that like this gentleman has said, they are going 
to make the decision as to whether or not they are going to bring 
a suit. 

Mr. Poagr. They have got that right right now. 

Mr. Jones. But they know they are not following the law if they 
do not file suit. 

Mr. Poacr. Just a second. Mr. Farrington has admitted that he 
has not filed suit against all third-party purchasers, 

He will admit, I am sure, that he has got a perfect right to file suit 
against every farmer that bought feed that was made out of this 
converted grain. He has not done it. He means he thought that it 
was not equitable to do it. 

Mr. Jones. I am not arguing with you about that. I am arguing 
with you about your statement that they were going to go into court 
and see. Iam saying that Commodity Credit is going to decide that. 
They do not have that authority. 

Mr. Poage. They do not change their authority. 

Mr. Jones. That is what the bill is for. 

Mr. Poacr. No; the bill is to set up a defense in the courts. The 
bill is a defense—— 

Mr. Cootry. Will the gentleman yield? 

Mr. Jones. Yes. 

Mr. Cootrey. Iam sure the gentleman is wrong on that. Let me ask 
Mr. Farrington this: The ancient doctrine of caveat emptor is in- 
volved in that proposition, is it not? 

Mr. Farrineron. Yes, sir. 

Mr. Cootry. So what you are propos sed to do is set it aside, al- 
though it has been a vital part of our law since the beginning of 
jurisprudence in this country ? 

Mr. Farrineron. That is right. 

Mr. Cootey. And that is when dealing with fungible goods in the 
Commodity Credit Corporation, and the man has bought the goods? 

Mr. Farrineton. From a warehouseman., 

Mr. Cootry. And the defendant’s transaction would not be affected 
by the doctrine of caveat emptor, but it would affect every other case 
except this ¢ 
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Mr. Farrtneton. That is right. 

Mr. Cooter. Can you tell me any good reason why I should vote 
for it and jump ahead of the American Institute and the American 

Zar Association and the Uniform Commercial Code? Why should 
we do that just to relieve somebody who might or might not have been 
involved as a coconspirator in these cases / 

Mr. Farrtneton. I do not think you would be jumping ahead. 

Mr. Coorry. The doctrine of caveat emptor, you referred to it as 
harsh. If some person took my saddle horse and sold it to Mr. Jones, 
do you think it would be harsh if I went and got it back ? 

Mr. Farrrneton. No, it is only harsh that the man, if I can use the 
illustration, did not check on it to protect himself. That is the only 
way hecandoso. Hecan go and check a chattel mortgage. 

Mr. Cooter. No; I do not have any chattel mortgage on my horses. 

Mr. Lovre. Will the gentleman yield? 

Mr. Cooiry. Yes. 

Mr. Lovre. It is an entirely different matter if they would grind 
up your saddle horse into hamburger. Then what would you say 
about the liability of the man in the hamburger shop? Would you 
say you could prosecute him ? 

Mr. Cootry. That is right. I could follow my hamburger. I think 
this is basic in the law of America, and I just hesitate to sit here and 
just because somebody says it should be done agree that it should be. 

[ am going to let him live by the same law I have been living by all 
my life. I do not see any chance of changing it. We might have 
improved it. I do not know; but I do not think this Government is 
going to be harsh. You just said, Mr. Farrington, it had not been 
harsh. 

Mr. Poace. Mr. Farrington is prosecuting some claims that he 
thinks the third parties are innocent, are you not? 

Mr. Farrtneron. We have some 35 cases where we think this law will 
apply. 

The Cratrman. Do you mean that those cases are pending and have 
actually been filed ? 

Mr. Farrinetron. They have been referred to the Department of 
Justice, and I would like to make a brief statement about our decisions 
as to whether or not suit is filed. 

We do not have too much discretion on this. If our review of the 
case indicates a claim against them upon which recovery can be made, 
we refer them to the Department of Justice; and they are the ones 
who carry this litigation on. 

As to this bill, no, the Department of Justice is the one who handles 
all these cases. We prepare a memorandum of the facts and submit 
them to the Department, where it looks like there is a possibility of 
recovery. : 

Mr. Anernetuy. The Department of Justice definitely operates 
under beneficial recovery of the claim. They have no alternative but 
to do that. They have told me that hundreds of times, irrespective 
of how burdensome it might be, or how unfair it might be, they have 
got to go through with it. ' 

Mr. Cootry. They always have a right to compromise, do they not? 

Mr. Anernerny. They will tell you they do not compromise unless 
it is to the interest of the Government. 
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Mr. Cootry. Unless there is interest involved. 

Mr. Anernetuy. They do not compromise on the question of valid- 
ity of the claim. They only compromise on the basis of the 

Mr. Cootry. I do not follow you on the moral basis. 

The CrarrMan. Mr, Andresen has a question. 

Mr. Anpresen. I just want to find out if the Department has any 
discretion in the matter about submitting or instituting or recom- 
mending the institution of suits against innocent buyers. 

Mr. Farrrneron. No, sir. 

Mr. Cootry. Will the gentleman yield? 

Mr. ANpresEN. Yes. 

Mr. Cootry. It will never get to the Justice Department, will it? 

Mr. ANnpresen. I am wondering about that. Sen have attorneys 
and investigators. In your Department, they go out and investigate 
all these cases; and then, as I underst: ind you, you send in a statement 
of facts or their findings to the Departme nt of Justice. What I want 
to know is do you have any discretion or have you practiced any dis- 
cretion in the past years that you have been with the Department in 
instituting litigation through the Department of Justice ? 

Mr. Farrincron. I will try to answer your question as briefly as pos- 
sible. Several years ago there was considerable discretion exercised by 


the Department of Agriculture with respect to so-called screening of 
cases, 





There is much less of that exercised now, and our general policy is 
that if the facts indicate a basis for recovery of the claim, it is sent 
to the Department of Justice, and our recommendation is usually in 
this language: that you take such action as is necessary to protect the 
interests of the United States. 

Mr. Anpresen. Have you recommended to the Department of Jus- 
tice since you became Solicitor that they take action against any inno- 
cent pure chaser of Commodity Credit grain? 

Mr. Farrineron. I should say I have. I cannot point out the case 
today because we do not have them isolated; but I should say that in- 
nocent purchasers are involved in quite a few of the cases; since I have 
been Solicitor, they are covered by this general recommendation, and 
it is up to the Department of Justice whether the *y will proceed against 
an innocent purchaser. 

Mr. Anpresen. What prompts you to act the way you are and auto- 
matically proceed, or is that a recent order of the Secretary of Agricul- 
ture or the President ? 

Mr. Farrineron. It is based on a general policy st: oon ae the 
Department of Justice about a year or a year and a half ago, Mr. 
Andresen. We at the present time are arranging for a draft or a 
working agreement between us and Justice as to how much discretion, 
if any, we ‘will exercise in the De ‘partment. 

But at the present time, we exercise very little. If the case indicates 
a possibility of recovery, the general pr: actice is to send it to the De- 
partment of Justice and then ‘they y decide whether to proceed or not. 
We do not. 

Mr. Anpresen. Then this recent practice or action that is being 
followed is only a year or a year and a half old? 

Mr. Farrineron. Approximately, maybe, 2 years. 
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Mr. Anpresen. Does that come in 2 years prior to the change in 
administration ? 

Mr. Farrineton. It was before, I believe, the change in administra- 
tion, Mr. Andresen. It was, I believe, about 2 years ago. 

Mr. Anpresen. But you do not know the reason for that change? 

Mr. Farrinetron. No,sir; 1 donot. Iassume there was some feeling 
that the administration of these cases could be improved in some way, 
or maybe Justice wanted more responsibility. I do not know the 
reason, to be honest with you. 

The Cuarrman. Mr. Grant. 

Mr. Grant. I would like to ask something about the amount of the 
bonds that the warehouseman is under. Is the necessity of this 
brought about due to the fact that the bonds do not cover all of the 
stolen goods, that the cost or the premium on it would be prohibitive ? 

In other words, why are not they fully bonded so it would protect an 
innocent, purchaser ? 

Mr. Farrincron. I doubt if it would be possible in every instance to . 
get bonds to cover the total day-to-day liability of a warehouseman. 

Mr. Cootry. Will the gentleman yield ? 

Mr. Grant. Yes. 

Mr. Cootry. Suppose you did not have a bond that was of the same 
volume that was compare with the amount of wheat stored in a 
warehouse. If you had a $100,000 bond and you had $500,000 worth 
of grain, and if the people were on the job inspecting the grain, they 
would know that $100,000 worth of grain had gone out when it should 
not have. 

The trouble with you people is you did not require bonds to cover 
the possible losses, and when you failed to collect out of your ware- 
houseman, then you are forced to resort to another person and you 
try to collect from him. 

Mr. Grant has put his hand right on the problem. You should have 
required him to have sufficient bond, and the Government should have 
inquired into his integrity before they ever did business with him. 

I do not believe you can protect yourself that way all the time. 
If you go into a man’s character, that is the best protection, and, 
second, is the bond. 

Mr. Farrrneron. I think, Mr. Cooley, that we are doing that. Now, 
this flurry of cases that arose several years ago may have been a 
different thing, but I think that now they are checking very carefully 
on that. They are checking financial statements and financial re- 
gra on them and everything. 

The Cuamman. Let me ask another question along that line. Do 
you not, or does not the Commodity Credit Corporation, require addi- 
tional bonds in some cases in addition to the public warehouseman’s 
bond? You require some additional bond for the Commodity Credit, 
as I understand it. 

Mr. Farrineron. That is correct. 

Mr. Grant. I was just wondering if something on the order of a 
floating bond would not be advisable in these cases; in other words, 
that the bonding company or the insurer would write a bond to cover 
what is in the warehouse or in the elevator up to a certain amount. 
Then when there is more than that stored that the Commodity Credit 
Corporation would have to be advised. 
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Mr. Farrtneron. I just do not know whether that kind of a bond 
is possible or not. 

Mr. Grant. Of course, it is like locking the barn door after the 
horse is stolen. I realize that. That is all I had, Mr. Chairman. 

The Cuarrman. Mr. F: Se in view of what has been said here 
and particularly in view of your statement that you are now taking 
more careful steps and making studies and making sure that you 
are dealing with people of integrity or requiring additional bond, 
can we not infer that the principal part of this legislation relates 
to the retroactive feature? 

Mr. Farrineron. I should certainly hope so, Mr. Hope. You 
never know when one of these cases is going to come up, and they 
come up in the most unexpected places sometimes. 

The Cnamrman. But you are taking more care now and are putting 
the Commodity Credit Corporation in the better and safer position 
by reason of taking that extra care so that you anticipate that in the 
future that there would not be many of these cases arise ? 

Mr. Farrtneron. I would hope there would not be as many, Mr. 
Hope; but I do not think that you can ever prevent all of it. 

The Cuatrman. I realize that; but there was a certain amount of 
laxness, I believe everyone agrees, at one time in connection with some 
of these cases, and I think in one that I am familiar with it certainly 
appears that that was the case. 

Are there some further questions? 

Mr. Poacr. Yes, Mr. Chairman. I wanted to ask a question with 
regard to one which Mr. Jones and Mr. Lovre raised a while ago. 

Was it not true, as you said a while ago, Mr. Farrington, that for 
many years the Department exercised a good deal of discretion, and 
very largely followed a policy of not prosecuting the people they were 
convinced were innocent purchasers 

Mr. Farrtneron. I would not oes about the latter part of the 
statement, Mr. Poage, because I was not in that Department at that 
time. 

Mr. Poacr. They exercised the authority to screen these; did they 
not ? 

Mr. Farrtncron. There was much more screening of cases in the 
past than there is at the present time. 

Mr. Poacr. And by screening, you mean failure to bring suit against 
those they felt were not morally liable ? 

Mr. Farrtneron. By screening, I mean decision within the Depart- 
ment as to whether or not this or that case would be referred to the 
Department of Justice. 

Mr. Poace. You said up until recent years, up until this scandal 
brought in a lesser degree of discretion, there were very few suits 
brought against innocent purchasers, if any / 

Mr. Farrinetron. I do not know that, sir. 

Mr. Poace. You do not recall any such number of suits being 
brought against innocent purchasers as have been brought in recent 
years ¢ 

Mr. Farrineron. No, sir 

Mr. Poacr. Consequently, the trade assumed, and the average little 
dealer assumed, and he does not know, and it never occurred to him 
that the United States Government had a right to sue him on default, 
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and, therefore, he never thought about it when he bought that grain in 
Fort Worth or Kansas City. If he paid for it, it was his grain. 

Within recent years—and I do not mean the last 2, but I mean the 
last 15, 20 years—the Department of Agriculture had become a large 
factor in the grain business; has it not? 

Mr. Farrinctron. Yes, sir. 

Mr. Poacr. It was not a factor at all before we had the Commodity 
Credit Corporation, it did not own grain; did it? 

Mr. Farrrneton. No. 

Mr. Poacr. Consequently, under the present law caveat emptor, as 
Mr. Cooley has mentioned, the man did not have to protect himself 
against the United States Government, because the United States 
Government was not in there at all. 

It has only been in recent years that he has found that he has got to 
protect himself against the United States Government. When he 
thought about caveat emptor, that was simply some individual crook. 
You did not have to be aware of Government operations. 

Now, this man who is a grain dealer, who is buying a little grain for 
feed—he did not have to find out whether or not the United States 
Government had a million bushels stored up in Sudan, Tex., that was 
not there, because he knew that if the mills had a million bushels of 
wheat, a million bushels was checked every few days. They were not 
letting somebody draw their million bushels out and find there was not 
any wheat there. 

It was only after the United States Government came into the pic- 
ture that that sort of thing began to happen. The United States 
created the condition that those men to buy grain and pay for it to 
which the Government had title. 

Mr. Cootry. Will the gentleman yield ? 

Mr. Poacer. Yes. 

Mr. CooLtry. You are in effect saying that the Government created 
a bunch of crooks that formed a conspiracy to defraud the 
Government. 

Mr. Poace. No, I am not saying that at all. 

Mr. Cootey. They are in a perfectly legitimate business. They had 
proper storage, and so forth, and then it turned out to be a bunch 
of crooks and they worked a fraud on us. 

Mr. Poacr. Except the United States Government did not follow 
through. I think any of the commercial concerns that had a million 
bushels stored up there would have checked them to find out. 

Mr. Cooter. Absolutely. They did not check it. 

Mr. Poacr. That is exactly what I am saying: The United States 
Government did not do it. Back before the Government was a factor 
in this, any little man down here in central Texas would not have 
to worry about getting any million and a half bushel shortage at 
Sudan, ‘Tex., because he knew that if any private concern had a mil- 
lion and a half bushels up there at Sudan, Tex., that they were going 
to check it. 

Mr. Cootry. They did not have any crooked Texans? 

Mr. Poacr. I do not mean they did not have crooks, but those fel- 
lows were more suspicious of their fellow Texans than the Govern- 
ment apparently was, and they checked them more often than the 
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Government. And, we all know it is a fact. I do not know why we 
try to laugh it off because we know that was a fact. We know that 
is a fact that the private concerns checked it more studiously than 
the United States Government has. 

Mr. McMinzian. Will the gentleman yield ? 

Mr. Poage. Yes. 

Mr. McMirian. Under the present law, we have a law whereby 
you can bring suit as long as this grain is still floating around; is 
that it? 

Mr. Poacr. That is right. 

The CHarrman. I just wanted to inquire of Mr. Poage if he has 
any more questions of Mr. Farrington. I thought if he was finished 
with Mr. Farrington—and I do not want to urge anyone who has 
any questions to desist—but we have another measure we want to 
take up this morning; and if we are finished with Mr. Farrington, 
I thought we might dismiss him. We would then reserve our further 
discussion of the bill for the executive session after hearing on the 
other measure. 

We have with us this morning the Assistant Secretary of Agricul- 
ture, Mr. Coke and Mr. Mynatt here from the Department to discuss 
that measure; but if there are any further questions of Mr. Farring- 
ton, go right ahead. 

Mr. Poagr. I have just one further question, Mr. Chairman, that 
I would like to ask Mr. Farrington, please. 

The Cuarrman,. All right. 

Mr. Poagr. If this bill is passed with the amendment that the 
Department has offered—that is “physically delivered”—then the 
Department, or the Commodity Credit Corporation, would exercise its 
authority, or exercise its discretion in the cases the Department refers 
to the Department of Justice: is that correct ? 

Mr. Iarrtncron. Yes, sir; it would be exercised in this way—— 

Mr. Poace. You would feel that this would give vou the authority 
to use discretion, authority that you do not now have / 

Mr. Farrineron. What we would do is if our investigation showed 
that the purchaser had acted in good faith, we would so state to the 
Department of Justice and make no recommendation to them, that we 
had examined the case and the facts as secured to us appeared to indi- 
cate there was no bad faith involved in the transaction. 

Mr. Poace. And on the assumption, of course, that the Department 
of Justice would probably not proceed because they would feel they 
did not have much chance to collect ? 

Mr. Farrtneton. Correct. 

Mr. Poace. Thank you very much. 

The Cratrman. Are there any further questions of Mr. Farrington 
before he leaves. 

(There was no response. ) 

The Cuatrman. If not, thank you very much for coming up this 
morning and giving us this information. 
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(The following letter was submitted to the committee :) 


THE AMERICAN BANKERS ASSOCIATION, 
Washington, D. C., July 15, 1954. 
Hon. CiirrorD Hope, 
House Committee on Agriculture, 
New House Office Building, Washington, D. C. 

Dear Mr. Hore: The agricultural commission of the American Bankers Asso- 
ciation has given consideration to H. R. 6878, which is designed to relieve inno- 
cent purchasers of fungible goods converted by warehousemen from claims of 
the Commodity Credit Corporation. 

I have been requested by Mr. Jesse W. Tapp, chairman of our agricultural 
commission, to advise you and the members of your committee that the commis- 
sion believes H. R. 6878 constructive legislation and favors its enactment. 

Sincerely yours, 
J. OtNEY Brort, General Counsel. 


(Thereupon, at 11:35 a. m., the committee proceeded to the con- 
sideration of other business. ) 
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WEDNESDAY, JULY 21, 1954 


Houser or RepreseNTATIVES, 
STANDING SuBcoMMITTEE No, 2 OF THE 
CoMMITTEE ON AGRICULTURE, 
Washington, DG. 

The subcommittee met, pursuant to call, at 10 a. m., in room 1310, 
New House Office Building, Hon. William 8. Hill (chairman) pre- 
siding. 

Mr. Hitt. The subcommittee will come to order. 

The subcommittee has for consideration this morning H. R. 8025, 
a bill which has been introduced by our colleague and member of the 
committee, Hon. R. D. Harrison, of Nebraska. 

At this point in the record we shall insert a copy of the bill. 

(The bill is as follows:) 


[H. R. 8025, 83d Cong., 2d sess.] 


A BILL To encourage the redemption of corn from price support loans for sale or use 
as livestock feed 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Commodity Credit Corporation, in 
order to encourage the use for livestock feed of additional quantities of corn 
redeemed from price support loans, is authorized to permit the redemption of 
corn from price support loans, without requiring the payment of interest upon the 
loan, in the case of farmers redeeming corn to feed to livestock or redeeming corn 
to sell to other farmers for use as livestock feed. 

Sec. 2. The Secretary of Agriculture is authorized to prescribe such terms and 
conditions of redemption without payment of interest charges as he deems will 
effectuate the purpose of this Act. 

Mr. Huw. We shall begin as soon as everyone is seated, and since 
several of us have to be at a meeting at 11 0’e ‘lock and some have to be 
at a meeting at 10:30, we shall hasten along with this hearing. 

The Honorable R. D. Harrison, the author of the bill, will be the 
first witness. 

We are pleased to have you make this presentation, Mr. Harrison, 
and you may proceed with your statement. 


STATEMENT OF HON. R. D. HARRISON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEBRASKA 


Mr. Harrison. Thank you, Mr, Chairman. 

It is a pleasure and a privilege for me to appear before my own 
subcommittee and at the outset I want to thank you for your patience. 

There has grown up in the past few years a large Government agency 
known as the Commodity Credit Corpor: ation which was designed 
as a stabilizer for farm commodity prices. In most instances it has 
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served a very useful purpose and especially during the emergency 
for which it was created. The CCC has become an excee lingly large 
crain market, and in some instances to the detriment of the consumer 
of its products. : 

This is especially true in the case of cattle and hog feeders in 
the consumption of corn. To correct this situation to the benefit of 
both the taxpayer and ultimate consumer of the grain, I have intro- 
duced H. R. 8025. 

This bill is legislation designed to give a token incentive to con- 
sumers of corn. The cattle and hog feeder of the Middle West is 
the ultimate consumer of 80 to 85 percent of all of the corn produced. 
So this being true, all unnecessary obstacles should be removed in 
the acquisition of this basic commodity which has in some degree 
be oe surplus at the expense of the taxpayer. 

nder the present plan, a producer of corn whose storage facilities 
meet certain standards and whose grain is of an acceptable quality, is 
permitted to obtain a CCC loan. The producer uses the loan money 
acquired and has no further obligation other than delivering the corn 
to the designated bin site, as per request of CCC, interest being waived. 
However, should the producer wish to sell the grain to a feeder who 
is the ultimate consumer and eliminate any possibility of further 
storage or handling by the CCC, he must pay the interest to the loan 
institution. 

I wish to emphasize that once the feeder has possession of the corn 
there is no further expense to the CCC and thus to the t: uxpayer. 

The feeder is placed in a very disadvantageous position once the 
grain gets into the hands of the CCC, as the as sking price to the feeder 
is immediately increased by 17 cents to 19 cents per bushel, which in 
many feeding operations spells loss to the consumer. Many times in 
the feeding of livestock for market the saving of 3 or 4 cents a bushel 
on grain is the difference between profit and loss. 

The waiving of the interest for the ultimate consumer, which is the 
objective of H. R. 8025, seems to be a logical operation since this 
completely eliminates any further expense or obligation on the part 
of the taxpayer. 

It is my understanding that the objective of the agency of the CCC 
is to aid and abet the farmer by providing a stabilized market, and 
to this end it is good. However, when it becomes a dealer in com- 
modities to the detriment of the farmer and to the taxpayer, it ceases 
to serve the useful purpose for which it was created. 

That is my statement, and I would be happy to try to answer any 
questions which any of you might have. 

I might further my statement by saying that the corn which is 
sealed, or upon which there has been a loan by the Commodity Credit 
Corporation in the feeding areas, is higher in price than in the market. 

However, many times in those areas the corn on the market is at 
a distance, I would say, from the ultimate consumer or the feeder; 
that is, if he wants to buy corn on the open market it is usually 
necessary for him to go to some distance in order to get it, and 
many times this corn on which there is a loan in his “immediate 
community is, or could be, his next door neighbor, but he cannot buy 
it because of the loan, and many times because of the interest, and 
he is of the opinion that if the interest were waived, it would be a 
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sufficient incentive for him to buy the corn, and store it some time 
during the interim of when the loan is made, and when the corn is 
called for by the Commodity Credit Corporation. 

Mr. Poacr. That is just a token incentive which you are offering; 
is it not? 

Mr. Harrison. That is right. 

Mr. Poacr. It would be just a token, because that interest is a very 
minor part of the problem; is it not ? 

Mr. Harrison. That is right. 

Mr. Poacr. Actually, you have still got to pay the storage; is that 
not right? 

Mr. Harrison. No; there is no storage cost on it if he takes the corn 
before it has been accepted by the Commodity Credit Corporation, 
and in this legislation I am not asking that the Commodity Credit 
Corporation give this same incentive in other instances. 

Mr. Poace. You are talking about where it has been stored on the 
farm ¢ 

Mr. Harrison. Yes, sir; where it has been stored on the farm, 
and not after it has been accepted by the Commodity Credit 
Corporation. 

Mr. Poace. Of course not, after it has become the property of the 
Commodity C redit Corporation. 

Mr. Harrison. That is right. 

Mr. Poaar. Once it becomes the property of the Commodity Credit 
Corporation, we could not sell it for less than 105 percent, then ? 

Mr. Harrison. That is right. 

Mr. Poace. For redeeming this loan, then the only expense which 
is involved is that the farmer has stored it on his own property, and 
sealed it there? 

Mr. Harrison. That is right. 

Mr. Poacr. And he has gotten the money from the Commodity 
Credit Corporation—90 percent of parity, for the corn—and you want 
the Commodity Credit Corpor: ation, in effect, merely to unse al that 
in the amount of money which the farmer received from the Com- 
modity Credit Corporation ? 

Mr. Harrison. Yes, sir. 

Mr. Poace. The Commodity Credit Corporation has not spent any- 
thing on it in the meantime ? 

Mr. Harrison. That is right. The Commodity Credit Corporation 
does not charge the interest to the producer and I am asking that the 
Commodity Credit Corporation give the same consideration to the 
ultimate consumer of the corn, which they give to the producer. 

Mr. Poacr. Understand that I do not live in the Corn Belt, but how 
do you get this total difference of 17 cents to 19 cents a bushel ? 

You said that once the grain gets into the hands of the Commodity 
Credit Corporation, they have to charge this 105 percent. I suppose 
that is where you get that difference? 

Mr. Harrison. That is right. 

Mr. Poace. There is not 17 cents to 19 cents difference a bushel, so 
far as that interest is concerned. It probably does not amount to more 
than 1 cent or 2 cents a bushel ; does it ? 

Mr. Harrison. That is right; it is the hope of the legislation to get 
this corn into the hands of the ultimate consumer, before it gets into 
the hands of the Commodity Credit Corporation. 
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Mr. Poace. Well, let us see how much actual savings there can be. 
You are getting what? Are you getting $1.60 on that corn now! 

Mr. Harrison. Approximately. 

Mr. Poacr. The Government is charging 4 percent; is it not? Is 
that the interest rate ? 

Mr. Morse. It is 4 percent under the 1953 law, and 3.5 percent under 
the 1954 law. 

Mr. Poacr. Well, then, that is not more than 5 cents a bushel in- 
volved there, if you have had it a year. 

Mr. Harrison. If I understand it correctly, in terms of days in 
which the Commodity Credit Corporation has the loan, it probably 
would not exceed 120 or 160 days, something of that kind. 

Mr. Poacr. Which, of course, would mean it would be about 2 
cents. 

Mr. Harrison. Which would probably be 3 cents; not to exceed 3 
cents a bushel. 

Mr. Poage. On the one hand, it seems to me that it is a perfectly 
sound and reasonable request from the standpoint of not considering 
anything except just this corn deal, but does not this immediately 
raise the question of must you not treat other commodities the same 
way, and must you not allow any other commodity to be redeemed 
without any payment of interest? 

Say, for instance, would that not apply in regard to cotton, wheat, 
and any other commodity which the Government has on hand ? 

Would this not be at least a rather compelling argument for 
relieving any of them without paying any interest ? 

Mr. Harrison. Well, it occurs to me that corn is in a little different 
category than any of the other basic commodities, since, as I state here, 
that 80 or 85 percent of the product is consumed on the farm where 
it is grown, or in the area in which it is grown. 

Mr. Poace. Yes; but the only time anyone is going to consume any 
of this in the area in which it is grown is when they cannot get it 
cheaper elsewhere. 

They will do this only when they can get this corn cheaper than 
they can buy it somewhere else. 

If I can buy it cheaper from Mr. Hill, I am not going to you and 
have you redeem some of my corn; am I? 

Mr. Harrison. No. 

Mr. Poace. Consequently, it is only going to be used, even in the 
area, when it is cheaper than the corn which someone else has for sale. 

Mr. Harrison. I do not know that I follow you. 

Mr. Poacer. If I can get corn cheaper in that area from somebody 
else who has never gotten their corn to the Government loan, I am 
going to get it, sir. 

Mr. Harrison. That is right. 

Mr. Poace. Even though I do not have to pay the interest, I am not 
going to use any of this redeemed corn until the price gets lower 
than the price of the corn which everyone else has for sale, or possibly 
as long as ever) body else’s price stays down. 

This is not going to redeem much corn. It will only be redeemed 
when the general price level goes up, and it will be redeemed 2 to 4 
cents less under your bill than it will at present ? 

Mr. Harrison. That is right. 
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Mr. Poacr. The same thing, of course, is true of any other com- 
modity. There have been times when farmers have made a good deal 
of money by redeeming cotton. 

We olive our cotton to the Government, and turn it over to the 
Government, and get loans on it, at 90 percent, and then wait through 
the winter, and if the price of cotton goes up, then we take those 
certificates in there and sell them. 

Of course, actually, a lot of them are sold at a dollar a bale. That 
was a going price for a long time, and in some cases when cotton was 
going up—i has not been doing it recently—but when cotton was 
going up substantially a lot of speculators made a good deal of money 
on buying those certificates and redeeming that cotton, and a lot of 
farmers made a good deal of money on it. It was a very fine thing. 

Are they not going to demand and receive this same kind of treat- 
ment ¢ 

Of course, they can say that a bale of cotton is worth $150 and the 
interest on it for a year is $6, and are the *y not going to demand that 
they be given that $6? 

Mr. Harrison. Well, the farmer in the Corn Belt is exactly the 
same type of individual which you have in the Cotton Belt, and he 
is looking for a profit in the same way that the cotton producer is, 
and if he thinks he has an advantage by keeping his corn under seal, 
he is not going to sell it to this feeder over here. 

Mr. Poace. That is right. 

Mr. Harrtson. If he thinks the corn is going to go higher than 
the sealed price, his asking price will be more. 

Mr. Poacr. Then, all we are doing is simply lowering the price, 
at which this will come out from the loan? 

Mr. Harrison. Well, it would be giving a little token incentive to 
many to move this corn into the feed lots before it goes into the Com- 
modity Credit Corporation, and that is all that it does. 

Mr. Poacr. That would be true of cotton, and it would be true of 
wheat or any other commodity, because if I redeem cotton before 
the Government takes possession of the cotton then it goes into the 
mills. I do not redeem it for any other purpose except to sell it to 
someone who is going to use it. I do not redeem it to put it under a 
shed. I redeem it because someone wants to buy that cotton. 

By exactly the same token that you want to get this corn into con- 
sumption, we want to do the same thing in regard to cotton, wheat, 
and any other commodity. We like to get those commodities into 
consumption. I think that is sound, but you do not actually hasten 
its going into consumption, as I see it. 

All you do is to move this out of the loan at a little lower price 
than you would otherwise do it, and cause the Government to suffer 
a little more expense on each of these programs. 

The total expense on each of these programs is going to run into 
a rather sizable sum to the Government, I would think. 

Further, if you think of it, does it not make us even more vulnerable 
to the criticism of those who say that the Government programs are 
bankrupting the people? 

Is it not, frankly and simply, an additional subsidy ? 

Mr. Harrison. Well, it is transferring this so-called subsidy from 
the producer to the consumer, who is usually the same farmer in the 
same area. 
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Mr. Poack. He may be the same farmer, but he, necessarily, would 
not have to be the same farmer. 

Mr. Harrison. He could be. 

Mr. Poacr. He would never be the same farmer; would he? 

Mr. Harrison. If he is going to put it into livestock use for ultimate 
consumption, and that it is where all of this would go 

Mr. Poace. No; he won't, Bob. I do not think, of course—and I 
do not blame your corn people, but it seems to me that if I have 1,000 
bushels of corn sealed and if I have some hogs and cattle which I 
want to feed, and I can redeem it at $1.60 without paying any interest 
at all under your bill, and under the present loan I can redeem it at, say, 
$1.63, or something like that, and Mr. Hill lives in the same community 
and he is offering to sell corn at $1.58, as long as he offers to sell me 
that corn at $1.58, I am not going to redeem the sealed corn even at 
$1.60. 

Mr. Harrison. The feeders in my community—and it is one of the 
big feeder areas of the country—if they pick up all that corn at $1.58 
and a great many of the farmers do not sell their corn, because they 
know that there is an outlet to that feeder. 

Mr. Poacr. That is right. 

Mr. Harrison. Yes. 

Mr. Poace. But, until that price reaches $1.60 or $1.60 less the cost 
of moving it, and of course he—I would certainly rather have 1,000 
bushels of corn in my own bin on my own place than to have 1,000 
bushels of corn over at his place, where I would have to go get it, but 
until that cost is equal I am not going to unseal that corn, even without 
that interest. 

As long as I can buy corn cheaper, I am going to buy it cheaper, and 
let the Government hold my corn at $1.60. 

All you do is to open it at a slightly lower level. 

It will open today at $1.63 and whenever Mr. Hill’s corn goes to 
$1.63, I cease buying his corn and pay off my loan. 

That is what anyone is going to do, and under your bill, as quickly 
as his corn goes to $1.60, I quit buying his, and pay off the loan. 

That is really the effect of this proposal; is it not ? 

Mr. Harrison. That is right. 

Mr. Poacer. So, it is not going to mean that the man is going to use 
his own corn in preference to buying from someone on the outside. 

He is always going to buy the outsider’s corn as long as it is cheaper 
than the redemption price of his own corn. 

Mr. Harrison. Let us assume they bought up all that corn. 

Mr. Poace. Then, you have this 2 or 3 or 4 cents difference in 
interest. That is all you have; is it not? 

Mr. Harrison. That is right. 

Mr. Poace. All you are doing, then, is breaking down the price as 
I see it. You are destroying whole basis on which the program 
is founded. I know it is just nibbling at it, and that it is not destroy- 
ing it, because the whole thing is merely a token, but the token would 
serve to break down that price picture or structure upon which the 
success of this support program depends. 

It cannot be a success 1f the Government sells any commodity in com- 
petition with its own stocks. That is the reason we have never al- 
lowed the stocks to be sold at market price. 
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That is the reason we have said that the Government has got to 
keep it until the Government gets its money back. 

We have said “You have got to put it up at 5 percent or more than 
you paid for it, plus all carrying charges on it, storage, and interest. 
You have to get back 5 percent more than you have in it.’ 

Now, the reason for making the Government get back 5 percent 
more, and I have never thought the purpose of it was for the Sivan: 
ment to make a profit, but that it was for the purpose of keeping the 
Government fron selling in competition with its own market. 

We are trying to bring this price up. That is the entire purpose 
of the loan. We do not make a loan to hold the price down. 

Mr. Harrison. It is to stabilize the price, rather than to bring it up. 

Mr. Poage. It is to bring the price up to a certain point. You do 
not stabilize it necessarily. Of course, you stabilize it in a way, and 
I should not say that. It is not simply to stabilize it, but to bring 
the level up to this point. 

You can say that the people are not going to sell until they get to 
this point. ‘The lower you put that place where you let the Govern- 
ment corn go out, the lower stabilization price you have. 

Of course, I suppose we are getting right bac k to the basi > argument 
which we have had for suventians I believe in keeping it high. Some 
others do not believe in keeping it high. I suppose we are right back 
to the old basic argument which we have had here for 2 years. You 
fellows who feel it should be low won, and maybe we should go ahead 
and adopt that and call it the philosophy in this bill, but I do not 
believe in that. 

I believe in keeping the price high; I believe in keeping it at 90 
percent of parity, and as high as we can keep it. 

Mr. Harrison. With the operations of the Commodity Credit Cor- 
poration the way they operate at the present time, as soon as this 
corn is accepted by the Commodity Credit Corporation, or is delivered 
to them, the price becomes so much greater that the ultimate consumer 
is at a decided disadvantage. If it were delivered to a regular elevator, 
as is the case in Texas and elsewhere, the price would be, maybe, 4 or 
5 cents a bushel for handling it at the elevator, but here the handling 
charges, plus the freight to the next terminal, are in some instances 17 
or 18 cents a bushel in order for them to get it to the ultimate consumer, 
and for him to haul it out to his bin. 

I want here only to give the feeder or the ultimate consumer of the 
corn the little incentive to buy before it gets into the hands of the 
Commodity Credit Corporation, and so he is not at that decided disad- 
vantage of paying the 17 or 19 cents a bushel, whatever the case may 
be, for the corn. 

It is just that little difference, and if he takes half of it, all right, 
and if he does not, that is his privilege, of course. 

However, this would only pass on to the farmer the same privilege 
which the producer has in the case of this loan. That is the only thing 
that I am asking for. 

Mr. Hiri. Thank you, Mr. Harrison, for your excellent statement. 
We will probably w ant to bring you back for some more questions, 
but at this time, and if it is all “right with the rest of the committee 
members, we will hear from Mr. Morse. 

Mr. Poix. Mr. Chairman, I would like to ask one question of Mr. 
Harrison. 
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Mr. Huw. Very well. 

Mr. Potx. Mr. Harrison, I am in complete accord with the aims and 
objectives of your bill, but I am wondering if you had explored the 
poss} bi lity of approat hing the problem from some other angle other 
ths in the quest ion of forge iy ing { he interest, we will Say ¢ 

That is, have you approached it from any other angle than the angle 
of cancellation of the inte rest ¢ 

I am somewhat troubled about that sgeiegpeae approach because, 
as Mr. Poage said, if we do this for corn, we are going to be faced or 
possibly faced with the same problem on cotton and every other 
commodity which is now under Commodity Credit Corporation loans. 

I think it is, perhaps, a rather dangerous policy to start this program 
of forgiving the interest. We might run into serious difficulty. I am 
wondering if there is not some other approach we can use. I have the 
same problem in my district which you have out in Nebraska, and I 
understand what you are trying to do, but I am wondering if we could 
do it some other way. 

Mr. Harrison. I think, probably, the problem of corn is a little dif- 
ferent because it involves the same farmer who is using the corn as the 
one who produced the corn. 

The mille ‘r who spins the cotton is in an altogether different industry, 
and is a different person. 

Mr. Poacer. The farmer who redeems that bale of cotton feels he is 
entitled to his $6 just the same as the producer of corn feels he is en- 
titled to get his corn back cheaper. In each case, it is just a question 
of what it is worth. 

Mr. Harrison. The farmer in the case of cotton is not the ultimate 
consumer. 

Mr. Poacre. What difference does that make ? 

Mr. Harrison. I did not set that up as a difference. 

Mr. Poagr. Why does it make any difference? Your farmer is not 
ying to use his own corn if he can buy Mr. Hill’s corn cheaper. He 
not going to do it unless it is profits able to do so. 

Mr. Harrison. That is right. 

Mr. Poaer. If we give the corn producer an opportunity, to make a 
profit, and do not give that same opportunity to every other farmer, 
certainly the wheat farmers are going to complain, the tobacco farm- 
ers are going to complain, and they ought to complain, and I can un- 
derstand why. ‘There is a total of $6 interest on a bale of cotton, and 
why should that farmer have to lose that $6 any more than your farmer 
should have to lose the interest on his corn ? 

Mr. Harrison. I do not think anyone loses it. We give it to him as 
an incentive, because the producer of the corn gets that same incentive. 

Mr. Poacr. If you will give the cotton farmer the same incentive to 
redeem his cotton he can make $6 a bale whenever the price goes up. 
He will never redeem until the price goes up, and neither will your 
corn farmer. 

He will not redeem it until the price goes up. 

Mr. Hitz. Mr. Harrison, we have so much coming up today, and 
some of us have to be at other meetings; could we ask you to come back 
later to answer all of these questions? In addition, we would like to 
hear from Mr. Morse while he is up here. 

Mr. Harrison. That will be perfectly all right. 
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Mr. Hirz. Mr. Morse, we are glad to have you with us to make your 
statement on this legislation. If it suits the committee, we will not 
interfere with questions until Mr. Morse finishes his statement. 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY 
OF AGRICULTURE 


Mr. Morse. Thank you, Mr. Chairman. I have with me Mr. 
McLain, who is head of the Grain Division of the Department of 
Agriculture, and we shall undertake to answer any questions which you 
may have. 

[ have a prepared statement which I would like to present at this 
time. 

Mr. Hin. You may proceed. 

Mr. Morse. I very much appreciate the opportunity to appear before 
this committee to discuss H. R. 8025, which proposes “to encourage the 
redemption of corn from price-support loans for sale or use as live- 
tock feed.” 

Before comme nting on the provisions of the bill itse i: 3 should like 
to talk about the current and pro pective corn-supp rly picture and 
price-support activities. 

Our July 9 crop report indicates another large corn crop of about 3.3 
billion bushels for 1954. A re of this size would result in a total 
supply for 1954-55 of about 4.2 billion bushels, the largest sup phy of 
record. Total disappearance for the 1954-55 year is expected to be 
somewhat higher than for the year now drawing toaclose: Neverthe- 
less, carryover stocks at the end of the 1954-55 season on October 1, 
1955, are expected to be over | billion bushels, the largest of record. In 
addition to a large supply of corn, we also expect large supplies of 
other feed grains—oats, barley, and grain sorghums in 1954-55. 

The Commodity Credit Corporation, as of May 31, 1954, had more 
money tied up in corn than in any other commodity except wheat. 
On May 51, the Corporat on’s total investment in corn—that is, the 
amount invested in corn in inventory or under loan amounted to $1.3 
billiion—over 20 percent of the CCC’s total investment in all price- 
“Tk port commodities. About half of this money was invested in corn 

eady in inventory. The remaining half represented corn under 
aaa The Government’s investment in corn as of May 31 was more 
than 50 percent larger than its investment on the same date in 1953, 

Price support activities for corn this season have been at a h 
level. Loans and purchase acreements for the 1955 crop throu 
June Ld. the last cate for which 1 n form ition Is available, totaled aoe 
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169 million bushels of which 368 million bushels were under loans a 


the balance under purchase agreements. Tl s compares with a total 
ot about 416 mi ion bu ishels for the 1952 crop. There have been very 
few redemptions of 1953-c rop corn loans so far this season. As of 


June 15, loans were outstanding on approximately 358 million bushels 
compared with 368 million bushels placed under loan. With corn 
prices currently be low ~ port levels and with prospects of a relatively 
large 1954 corn crop, it ap y ars there will be relatively few additional 
redemptions and that ‘CC will take over most of the corn now under 
price support. 
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With this background, let us turn to the provisions of H. R. 8025 

H. R. 8025 would authorize the Commodity Credit Corporation to 
permit farmers to redeem corn placed under CCC price-support loans 
without paying any interest when the redeemed corn is used for feed- 
ing livestock or when sold to other farmers for use as livestock feed. 
This would amount to a basic change in present price-support-pro- 
gram operations. Under the present program, a farmer must pay 
interest on the principal amount of his note whenever he redeems his 
loan regardless of the ultimate use that is made of the corn redeemed. 

The bill not only would require CCC to waive all interest charges 
on corn loans, but also require CCC to bear the cost of any interest 
that a lending agency normally would retain under the terms of cur- 
rent agreements between the lending agency and the CCC. To illus- 
trate, this is the way the loan program operates in most instances: A 
farmer who wishes to obtain a corn-price-support loan presents his 
note to his local bank which pays him the loan value. If he redeems 
his corn, he pays the principal and interest to the bank. Part of the 
interest paid by the farmer is retained by the bank. The remaining 
part of the interest payment goes to CCC. If the bank didn’t receive 
any interest payment from the farmer, as provided by this bill, CCC 
naturally would have to pay the bank out of its own funds. 

It is our belief that this waiver of interest will not accomplish the 
objective of the bill, which is to encourage the repayment of price- 
support loans to permit the use of additional quantities of corn for 
livestock feed. The amount of interest per bushel that farmers would 
save if interest payments were waived is not in itself sufficient to mate- 
rially encourage redemptions and increase feeding of corn at present 
price levels. On June 15, 1954, the average price received by farmers 
for corn was 13 cents a bushel below the United States average support 
level of $1.62 for 1954 crop corn. ‘The average amount of interest that 
would be waived under this bill for a 1954 crop corn loan would be 
about 3 cents per bushel. It would range between one-half cent per 
bushel to 4 cents per bushel, depending on how soon the farmer re- 
deemed his loan. In the case of a 1953 crop reseal loan the amount 
of interest waived would be about 614 cents per bushel more than for 
a 1954 crop loan. The quantity of corn placed under reseal loans is 
small compared to the quantity placed under first year loans. It is 
quite obvious that under present conditions the waiving of interest 
payments would furnish no real incentive to farmers to redeem their 
corn rather than to buy it in the open market. 

If the large 1954 corn crop forecast as of July 9 materializes, it 
appears likely that the prices received by farmers will again be signifi- 
cantly below the support level and under such conditions, the waiver 
of interest in itself again will not be sufficient inducement to farmers 
to redeem their loans. 

There are other considerations which lead us to recommend against 
the bill. In the first place, the waiver of interest for corn would 
single it out for special treatment over the other feed grains—oats, 
barley, and grain sorghums—which are likewise used as livestock 
feed. In the second place, there would be the usual difficulties in 
establishing administrative procedures which would limit the waiver 
to those cases where corn would be fed by the farmer himself or sold 
to other farmers for use as livestock feed. 
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The Department fully subscribes to the overall objective of the bill 
which is to encourage increased feeding of corn. We subscribe to 
this objective because we believe that corn should be produced for con- 
version into livestock and livestock products rather than for sale to 
the Government. It is our belief, however, that the purpose of en- 
couraging increased feeding of corn can best be accomplished by the 
adoption of the recommendations contained in President Eisenhow- 
er’s farm program which provides for establishing flexible price- 


support*levels for corn and other commodities. I do not want to 
burden the committee with further testimony on — point because we 
have already testified before this committee in detail on the Presi- 


dent’s program. 

If the committee has any questions, I shall be glad to answer them 
as best I can with the assistance of the members of my staff who are 
present. 

Mr. Hiri. Thank you, Mr. Morse. 

The situation with your chairman is this: I have a very important 
meeting which I must attend, and if Mr. Harrison wants to take the 
Chair, we can continue. Otherwise, if it suits you, we can adjourn 
until tomorrow at 10 o’clock, and then we can have plenty of time to 
go into this in detail. 

I will have plenty of time in the morning. 

Mr. Poix. Should we ask Mr. Morse to come back for questioning ? 

Mr. Hix. I think Mr. McLain can come back, unless you wish to 
have Mr. Harrison take the Chair in order that we may proceed with 
the hearing. 

(Discussion off the record. ) 

Mr. Asernetuy. I do not have any questions to ask of Mr. Morse 
I am more or less a listener. 

Mr. Poacer. If we do not want to ask any questions of the Depart 
ment, why do we not let them go? 

Mr. Hint. If no one has any questions of Mr. Morse or Mr. McLain, 
we can excuse them, and if we have need of them, we can contact them 
again. 

Thank you very much, Mr. Morse, and thank you, Mr. Harrison. 

We will meet tomorrow at 10 o’clock, if that suits everyone. 

(Whereupon, the committee adjourned, to reconvene at 10 a. m., 
Thursday, July 22, 1954.) 
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MONDAY, AUGUST 2, 1954 


Houser or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Wash ington, dD. ( cs 


The committee met, pursuant to call, in room 1310, New House Office 
Building, at 10:30 a.m., Hon. August H. Andresen (acting chairman) 
presiding. 

Mr. ANpDRESEN. The committee will come to order. 

The committee will consider this morning House Joint Resolution 
563, which was introduced by Congressman Simpson, of Ilhnois, 
relating to the sale of Commodity Credit Corporation corn, and at 
this point in the record we shall insert a copy of the joint resolution. 

(The matter referred to is as follows:) 


[H. J. Res. 563, 83d Cong., 2d sess.] 
JOINT RESOLUTION Relating to sales of Commodity Credit Corporation corn 


Resolved by the Senate and House of Re presentatives of the United States of 
America m Congress assembled, That, notwithstanding the provisions of section 
407 of the Agricultural Act of 1949, as amended, or of any other law, if at any 
time livestock producers in a county where there is in storage corn owned or 
controlled by the Commodity Credit Corporation are unable to purchase corn 
through normal commercial channels at the parity price for corn as of the begin- 
ning of the current marketing year with appropriate adjustment for grade, 
quality, and location, the Secretary of Agriculture is authorized and directed to 
sell to such livestock producers corn from stocks of the Commodity Credit Corpo 
ration within the county at the parity price so computed and adjusted 


Mr. Anpresen. Mr. Simpson, would you like to make a statement ? 

Mr. Srmpeson. Yes, sir: I would, Mr. Chairman. 

Mr. Anpresen. We would be very glad to hear from you, Mr. 
Simpson. 


STATEMENT OF HON. SID SIMPSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Stmwpson. Mr. Chairman, I have here a map of the drought 
area in Illinois, which covers 41 counties, and 10 of these counties are 
in the district which I represent. 

The rest of them are in southern Illinois and central Illinois. 

About 3 weeks ago the farmers in this area were trying to buy corn 
for their cattle, and for feeding the hogs which they have raised from 
the spring crop. They feed all the corn which they raise, and are 
trying to buy enough to carry their livestock over. 

The Commodity Credit Corporation price on that corn in that area, 
under the 1949 act, which sets forth the method by which corn is sold, 
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requires that it has to sell at 105 percent ot parity, which is the support 
price, plus 5 percent, with some other pluses, which brings it up to 
$1.94. 

There is no COrh Moving 1} the commercial channels because the 
farmers who had some corn on hand will not sell it until they see what 
their 1954 crop Is yolIng to be, 

| can see on that no reason why the corn which is bulging out of 
the granaries of the Commodity Credit Corporation bins 1n every 
county in that area, and they want to get rid of it, and they are talking 
about the corn surplus of 950-million-bushel carryover, that this corn 
should not be made available to livestock producers in the disaster 
area. 

Mr. ANpDrEsSEN. How many count ies are in the disaster area / 

Mr. Simeson. Forty-one. 

Mr. Anpresen. It is now estimated that the corn crop will be a 
failure / 

Mr. Simpson. In that area I would Say there will not be over a 30- 
percent crop. 

Mr. Anpresen. Do some of these farmers who want to buy corn at 
90 percent of parity have any of their own corn under loan or storage 
With the Government / 

Mr. Simpson. I would say no. A cattle feeder or hog feeder or 
raiser never puts his corn on loan. He feeds all that he raises, and 
buys more. 

Normally, at this time of the year, with the corn crop clue in Au- 
gust, the farmer who has the corn to sell will say, “Take the corn” 
if if is below the price for whi hy he had the loan. If it is below, he 
sells and pays off the loan, and puts the difference in the bank. How- 
ever, the stock feeders out there cannot buy any corn because there 
Is not ahy corn available. 

Mr. McMillan was telling me this morning that his people in South 
Carolina wanted to buy corn and could not get it. 

Mr. Anpresen. How many counties are involved / 

Mr. Stupson. Forty-one. 

Mr. ANprRESEN. And they are the 41 southern counties of the State ? 

Mr. Simrson. Yes; and the area represents those counties from 
Springfield south. 

They do not take in the southern tip of the State. The area is from 
Springfield, outh. down to the last 6 or S counties. 

Mr. Anpresen. Do you have any letters or indications from some 
of the cattlemen or hog raisers out there / 

Mr. Stimpson. [ have about a hundred of them, including letters 
from every farm supervisor in the district. 

Here is a letter from Mr. Stillman J. Stanard, the director of the 
departme nt of agriculture forthe State of Ilinois. 

Last week I called him when he was in Louisville, and told him that 
in going from there to Missouri to come back by Illinois, which he did, 
and he was there at noon Friday. Here is a letter from the director 
of agriculture in Hlinois which I would like to read. It is not very 


long. 


I have your telegram to Gov. William G. Stratton, which has been rea? hv him 
and referred to me 

We have taken action by way of asking the Secretary of Agriculture to declare 
the drought counties an emergency area for the purpose of extending credit 
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through the Farmers’ Home Administration. We have asked the Secretary to 
exempt from allotment certain feed crops which would give some relief. We are 
now studying other possibilities relative to making corn available in the stricken 
area, 

I understand that an Assistant Secretary of Agriculture will be here tomorrow 
or Thursday to further discuss this matter. I have today had it up with the 
Commodity Credit Corporation, and have gone into it at considerable length. 
It has been very difficult to determine how this can be done. The declaration of 
an emergency does not answer the question according to the wording of Public 
Law 875; however, I am hopeful that a way may be found. 

It seems that Commodity Credit has upon occasion sent corn to Southern 
States at a considerable loss. This loss was made up from an emergency fund 
in the hands of the President. 

I would also like clarification as to the requirements that will be made by the 
Secretary of Agriculture in order that a disaster area can be declared. Accord 
ing to the wording of the above-mentioned law, assurance must be given by the 
Governor that reasonable funds have been or will be expended by the State or 
local government. If this can be waived, it would save the calling of a special 
session of the legislature. More knowledge on this whole question from the 
lederal angle is needed. 

Sincerely yours, 
STILLMAN J. STANNARD. 


Since this letter was written, Mr. True D. Morse, according to an 
article here in the Chicago Tribune Press Service has given some 
assurance of assistance, in regard to the drought situation. 

The article reads as follows: 


Illinois farmers who were hit by drought were told today to plan emergence) 
forage for use this fall. They were assured that problems brought on by southern 
Illinois’ hot, dry weather will be taken into consideration in setting next year’s 
crop allotment. 

The assurance came in a telegram to Governor Stratton from True D. Morse, 
Under Secretary of Agriculture, in Washington. The Office of Agriculture See- 
retary Benson informed the governor yesterday that the second phase of his 
request for relief, that of extending credit to farmers, is under consideration. 

Stratton wired Benson Monday declaring that an emergency exists in 41 south- 
ern Illinois counties. The governor asked for more lenient credit terms and 
changes in crop allotments for stricken farmers. 

I also have a letter from a farmer whom I have known all my 
life, and who lives about 3 miles outside of my home county. 

He states as follows: 

DEAR Sip: You talked to me at different times about what to do to help the 
farmers. I am in a place where I can tell you. We are not going to have 
much corn and beans. Why not let the farmers sow more wheat in this drought 
area? It is possible that we could have another dry year, but maybe we might 
get enough moisture to raise another wheat crop. That would give us some 
grain to feed our livestock. If we can’t do that, please tell me what I can 
sow on 136 acres with a 56-acre wheat base, to get back to clover which we 
lost all this year. You need not answer, but please tell me when you get home, 
and I hope that will be soon. 

It is signed “Louis Reisch.” 

Mr. Anpresen. Off the record. 

(Discussion off the record. ) 

Mr. Stupson. Mr. Chairman, on last Friday at the committee meet- 
ing, this bill was brought up and Mr. Poage suggested an amendment 
which I think is exactly right. On the first page after the word 
“law,” strike out sentences 5, 6, 7, 8, 9 and down through the word 
“location.” on line 10, and then it reads: 


The Secretary of Agriculture is authorized and directed to sell to livestock 
producers any feed grains from stocks of the Commodity Credit Corporation at 
the local parity price, until the first day of February 1955 
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I think that was a good suggestion, because it lets all in the United 
States use it where the problem might come up. 

I think the date of February 1 should be changed to the 15th of 
February, or the lst of March, but if this bill should be passed, and 
enacted, that provision would let the Department of Agriculture sell 
any feed and grain in any State where it is needed from their stocks. 

Mr. Anpresen. Let me ask you a question, Mr. Simpson. 

You feel that the farmers in your area need additional relief or 
additional emergency credit with which to buy corn, or do they need 
the corn ? 

Mr. Simpson. They need the corn. 

Mr. Anpresen. They have the money to pay for it? 

Mr. Srupson. Yes, sir. Recently I had a call from a banker in 
Winchester, I1]., in Scott County, and this banker said that the tenant 
farmers who have been given loans were losing their corn crop this 
year, and that they had their livestock to feed and that they were 
not going to raise anything with which to feed the stock and pay 
for their machinery. 

That is where this Farmers Home Administration report comes in. 

They told me in the Department of Agriculture that they had au- 
thor ity to do that on the basis of suflicient proof under the President’s 
emergency fund. That is one phase of the situation. That is only 
where a farmer has exhausted all his credit, and he cannot get any 
more credit at the bank. The situation of being allowed to sell corn 
to the livestock raisers and producers is simply that I think the 
farmers can pay for it, and will pay for it. He just wants to bring 
on these spring pigs which are not ready for market and which will 
not be ready for market until September or October and to feed his 
cows. 

Mr. Anpresen. Did I understand you to say that Under Secretary 
True D. Morse was down there? 

Mr. Srpson. No, sir; but Mr. Ross Rizley was there on Friday, 
and he told me yesterday that he expected to be here this morning. 

Mr. Anpresen. Off the record. 

(Discussion off the record. ) 

Mr. Daut. I am Harvey Dahl, and I came in Mr. Rizley’s stead. I 
was with Mr. Rizley in Kansas City. 

Mr. Simpson. Mr. Chairman, I have a very fine letter from the 
cooperative extension work program in the State of Illinois, and the 
letter is from Dean E. Kamper, Jersey County farm adviser. 

The letter reads as follows: 

Drar Mr. Stmpson: Thank you for your letters and other information regard- 
ing the drought conditions in the Midwest. I find our farmers are very happy 
to know that you are vitally interested in their problems. 

Our conditions in Jersey County are still very bad. We have had no ap- 
preciable rain, but somewhat eooler weather. A great percentage of our corn 
crop will be made into silage. Our soybean crop is beginning to suffer from 
lack of moisture, and possibilities of a fair crop seem to diminish a little 
each day. 

Our extreme hot and dry conditéons have brought many farmers to my office, 
to talk about their problems. All are concerned with the outlook for the future. 
Much sentiment has been expressed concerning the possibilities of easing allot- 
ment quotas, or at least the penalties that are evoked if they do not comply. 

With the loss of the corn crop on many of our farms and the smaller allot- 


ments, it will take a year to 18 months to put a lot of them back on a sound 
basis. 
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There is concern over the use of the Government-stored corn and pricing on 

additional loans that will be needed, and many other factors. I thought you 
might be interested in knowing how our farmers feel. I know they are appre- 
ciative of the assistance that will be made available for them. 

It is signed Dean E. Kamper, Jersey County farm adviser. 

In practically every one of the counties represented by this figure 
of 41 you will find that they are cattle-feeding and hog-raising areas 
and they need this corn to bring this stock up to a marketable 
condition. 

- personally, see no reason why the Government can sell butter 
at the price it sells it, if it cannot sell corn at this price. 

Mr. rsaiee Off the record. 

(Discussion off the record.) 

Mr. Simpson. Farmers have been hauling water in my area since 
last summer, and hauled it all winter. The water supplies of the 
city have been cut off, so most of the farmers cannot get any more 
water from the cities. One woman in Congressman Mack’s home 
county drove 60 miles for one tank of water. They are hauling it from 
the mnver. This condition has been going on for about 1.5 years. In 
our own city we thought we had an inexhaustible water supply and 
it is practically exhausted at this time. At another town in my county 
they only have about enough water for use until about 4 o'clock in 
the afternoon of each day. The city of Jacksonville is in trouble; 
the State capital city is in.trouble, and the whole area is in trouble 
on account of the shortage of water. 

Mr. Poage. Did you get any rain out thee last night 

Mr. Simpson. They said it was raining out there a little. 

Mr. Apert. I have a cousin living not far from Salem, who now 
has a dry well which has not been dry in the previous 50 or 60 years. 

Mr. Srwpson. Outside of the river bottoms along the Illinois and 
Mississippi Rivers where there has been some moisture, that corn will 
produce maybe 50 percent this vear but my estimate is that the aver 
age crop will not be over 30 percent in southern Illinois. 

Mr. Atzerr. What will be the situation in Iowa ? 

Mr. Simpson. I think there is some in Iowa. 

Mr. ANpreEsEN. In southern Iowa. 

We will call someone from the Department, Mr. Simpson, and 
you want to supplement your statement later, you can do so. 

Mr. Siarpson. I asked the De ‘partment of Agriculture if the v could 
dispose of this surplus corn at parity, and the \ said they were trying 
to find the legal means, and they told me, as late as last week, that 
they had not found the means, but that they were still working on it. 

If the committee would report out this bill, vou could make this 
corn available at parity prices. When John Heimburger drafted the 
bill, he consulted with the De ‘partment, and in the opinion of those 
who have discussed it, the Department could make this corn avail 
able at parity price, as well as any feed grain, at any place in the 
United States where it is needed. 

You could make it available until February 1. I think that is a 
little bit early, however, I think it ought to be about the Ist of 
March. If we get back here in January, we will only have the month 
of January to correct it. It simply m: ikes it available at parity price 
at the present time on feed grains anywhere in the United States 
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Mr. ANpresen. Do you have any reason why or do you see any rea- 
son why that should not include other grains which the Government 
has ¢ ; 

Mr. Sivpson. The amendment states “feed grains.” Would not 
that cover it? 

Mr. Anpresen. Wheat can be a feed grain. 

Mr. Poacr. I believe my suggested amendment stated that it would 
he available until February Lo. 

Mr. Simpson. That is right. This would help the Midwest farmers 
fatten these spring pigs which usually go to market in September and 
October, and it would let him fatten his cattle which go to market be- 
fore thre first of the vear, and W hen the committee comes | ack here in 
January, it coul l take another look at it. 

It certainly would be a means of disposing of some of the surplus 
crops. 

While these areas are spotted in 41 counties in Illinois, the estimate 


on the corn crop until this drought hit was about the second or third 


largest in history. and there was an estimated carryover of 950 


mn I] on bushels. 
If we could get this bill out of the committee and bring it up under 
le during the last few days, we 
can take it up under a suspension of the rules with the required two- 
thirds majority, and I think it should be done. 

Mr. Anpresen. Did any of the Department witnesses wish to appear 
on this bill? 

Mr. Ricwarps. Mr. McLaise'and I, together with Mr. Dahl, are here. 

Mr. Chairman, I might say that we have not had time to get the 
views of the Secretary on the bill. We are working on it, and are 
working on the drought-relief program, but to give any final views 
this morning, I do not think we can do that, but we shall be glad to 
discuss the matter with you, if you would like. 

Mr. Anpresen. Were you down in this area? Did you go down 
there ? 

Mr. Ricuarps. Mr. Dahl was along with Mr. Rizley. 

Mr. Anpresen. Let us hear from Mr. Dahl, as to what he found 
there. 


the procedure whi h we have availab 


STATEMENT OF HARVEY A. DAHL, ASSISTANT TO THE DIRECTOR, 
AGRICULTURAL CREDIT SERVICE 


Mr. ANpresen. What is your position, Mr. Dahl ? 

Mr. Dann. I am assistant to Mr. Kenneth L. Scott, who is Director 
( f the Credit Service. 

Mr. ( NDRESI N. You were down in he Lllink is area referred to bv 
Mr. Simpson ‘ ; 

Mr. Danu. Not in the Illinois area. I was in the Missouri area 
with Ross Rizley, and then he went into the Illinois area and I went 
ll to other ] arts of the drought area. 

Mr. Poaat s You went to Texas: did you not é 

Mr. Dauu. I was in Texas? weeks ago. 

Mr. Avserr. Were you not also in Oklahoma? 

Mr. Dann. Yes, sir. 

Mr. Simpson. Before Mr. Dahl proceeds further, could I make a 
short additional statement ? 
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Mr. ANprEsEN. Yes; you may. 

Mr. Stmpson. I think the committee should bear in mind that when 
a disaster area is asked for by a governor and agreed to in Washing- 
ton—the State of Illinois’ legal departme nt is of the te that the 
State must state that they have spent or will spend certain sums. 
Now, Illinois has not spent any sum of money on this situation, because 
it came very fast. It hit within 2 weeks’ time out there, and in order 
to spend any money by the State of Illinois the Governor tells me 
that they have to call a special session’ of the legislature, to only 
authorize it, which would cost about $1 by itself. So, if the disaster 
has been declared, the Secretary can make available this corn or any- 
thing else which they have. 

In our particular case we could get that done in time. 

Mr. Gotpen. Will the gentleman yield ? 

Mr. Sumpson. Yes, sir. 

Mr. Gotpen. Where is the prohibition to the effect that the State 
has to make a contribution ? 

Mr. Stmpson. Mr. Stanard states that in his letter which I read 
before you came in, 

Mr. Gotpen. Well, that is going to tie us up. 

Mr. Anpresen. I think there must be some allowances made. Do 
you know, Mr. Richards, if there is any requirement in any of these 
emergency laws to the effect that the State will have to put up and 
spend a certain amount of money before this relief can be brought 
about ? 

Mr. Ricwarps. Our Associate Solicitor is here, but I think the 
governor has to request it. 

Mr. ANpresen. The governor has to request it ? 

Mr. Ricwarps. I am not sure that there is any requirement that the 
State has to spend money. 

Mr. Poacr. In the hay program the State has to spend some money. 

Mr. ANpRESEN. Let us hear from the Solicitor. 


STATEMENT OF EDWARD M. SHULMAN, ASSOCIATE SOLICITOR, 
AGRICULTURAL CREDIT SERVICE 


Mr. SuutMan. This is the definition of a major disaster as contained 

Public Law 875, and in which the committee might be interested. 

It does require the State to make some contribution of funds to 
relieve the disaster. 

Mr. Gotpen. Let us have it, because there is a stumbling block here. 

Mr. SHutmMan. Here is the provision, and I will read it: 

This is contained in Public Law 875, passed by the 81st Congress: 

“Major disaster” means any flood, drought, fire, hurricane, earthquake, storm, 
or other catastrophe in any part of the United States which, in the determination 
of the President, is or threatens to be, of such severity and magnitude to warrant 
disaster assistance from the Federal Government to supplement the efforts and 
available resources of States and local governments, in alleviating the damage, 
hardship, or suffering caused thereby, and respecting which the governor of any 
State (or the Board of Commissioners of the District of Columbia) in which 
such catastrophe may occur or threaten, certifies the need for disaster assistance 
under this Act, and shall give assurance of expenditure of a reasonable amount 
of the funds of the government of such State, local governments therein, or 
other agencies, for the same or similar purposes with respect to such catastrophe. 

So, this definition does contemplate a contribution of funds by the 
State or the local government. 

53245—54——_12 
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Mr. Srapson. May I add there, Mr. Chairman, that Mr. Stanard 
stated in the last paragraph of his letter that, according to the wording 
of the above-mentioned law, Public Law 875, assurances must be 
given by the governor that reasonable funds have been, or will be, 
expended by the State or local government. 

Mr. AnpreEsEN. I would like to ask a question at that — 

This contribution by a State could be in the form of labor and 
assistance in handling the emergency ; is that right ¢ 

Mr. Srutman. I would assume ms Mr. Andresen, but I cannot 
speak with any authority on that, because this particular provision 
is not administered by the Dey partment of Agriculture, but that could 
very well be the case. 

Perhaps Mr. Dahl would be better informed on that than I am. 

Mr. Anpresen. Do you know anything in regard to that proposi- 

on, Mr. Dahl? 

Mr. Dann. Yes, sir. 

Mr. Anpresen. Let us hear further from Mr. Dahl. 

Mr. Dann. Inthe h: ay progr ums last year, many of the States, except 
for the States of Missouri and Texas, actually put cash money inte 
these contracts. 

Mr. ANprEsEN. Did you say the State of Missouri / 

Mr. Dauw. Yes, sir; and Texas. The other States put in labor in 
supervising the hay program and they stood all the administrative 
costs of administering the hay program. 

Then, the Federal Government shared the cost of transporting the 
hay into bee drought areas, and except for those two first-named 
States, the farmers shared the cost with the Federal Government in 
the tran sels ition of the hay. 

Mr. Anpresen. The contribution of labor in the process of dis- 
tributing the products and administrative costs will be considered a 
State contribution, so as to secure Federal assistance ? 

Mr. Dan. Yes, sir. 

Mr. Anpresen. And, that would comply with the section of the law 
which the Solicitor has just read ? 

Mr. Dan. We went under that assumption last year, Mr. Chairman. 

Mr. Anpresen. Who administers that section of the law which you 
just read ¢ 

Mr. Suutman. I believe it is the civil defense authority. 

Mr. ANprEsSEN. Who? 

Mr. Suvurman. The civil defense authority. 

Mr. McMinzan. That is administered by Governor Peterson. He 
has control of it. 

Mr. Suutman. They make the final determination. That is their 
responsibility, and the President, I assume, acts on their recommenda- 
tion and the recommendation of the Secretary of Avriculture. 

Mr. Anpresen. So far as you are concerned, Mr. Dahl, the desig- 
nation of the disaster area, when made, complies with that section of 
the law which has just been read ? 

Mr. Daun. Yes. 

Mr. Anpresen. Is it necessary to get a certification by Governor 
Peterson of the civil defe nse organization ? 

Mr. Dann. Yes, sir; just that he certifies it to the President, and 

e President iarkotes that the disaster exists, upon the recommenda- 
tion of the Secretary of Agriculture, and the civil defense authority. 
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Mr. Anpresen. I have noticed in other cases where they have had 
disasters like disasters from insects, floods, and things of that kind, 
as well as droughts, that the governor of the State declares the area 
wu disaster area. and certifies that fact to the President, and then it is 
up to the President to take the proper steps to investigate the matter 
and then he can declare a disaster area for a particular section of 
the country. 

Is that your understanding ? 

Mr. Danu. Well, under Public Law 875 the Governor, as I under 
stand it, advises the President of the condition and then upon the 
recommendation of the Civil Defense Authority and the Secretary of 
Agriculture, the President declares that the disaster does exist. 

Mr. Anpresen. Have those steps been taken now in connection with 
the present drought in any area? 

Mr. Dann. Yes, sir. 

Mr. ANpDrRESEN. For what areas? 

Mr. Dant. For the States of Wyoming, Colorado, New Mexico, and 
Texas, which States are now declared to be disaster areas. 

Mr. Anpresen. Has any effort been made to declare this part of 
Illinois a disaster area ? 

Mr. Dan. No, sir. 

Mr. AnpresEN. You do not know of any steps which have been 
taken ? 

Mr. Dann. No, sir. 

Mr. Horven. May [ask a question at this point? 

Mr. ANpRESEN. Yes. 

Mr. Horven. Has the Governor failed to make the necessary re 
quest ¢ 

Mr. Danu. That, I do not know. I was out over the weekend, and 
I just returned from a tour. 

Mr. Stmpson. I would like to read one more paragraph from the 
letter of Mr. Stanard which is in reply to the telegram to Governor 
Stratton: 

We have taken action by way of asking the Secretary to declare the drought 
counties an emergency area for the purpose of extending credit through the 
Farmers’ Home Administration. We have asked the Secretary to exempt from 
allotment certain feed crops which will give some relief. We are now studying 
other possibilities relative to making corn available in the stricken area. 

They take the position that the State must say they have spent, 
will spend, certain sums, and they are being fair about it. The vy have 
not spent anything, and they say they cannot spend anything without 
calling a special session of the legislature in Illinois, which would cost 
about $1 million. 

Mr. Anpresen. Is there any reason why the Governor cannot send 
a telegram to the President, asking him to declare it a disaster area ? 

Mr. Smmprson. Well, he cannot comply with the law. 

Mr. Anpresen. He has to take the first step, however ? 

Mr. Stmpson. Yes, sir. 

Mr. Anpresen. Mr. Stanard states in his letter that “we have taken 
action * * *.” T donot know who “we” mean. Is that the Governor? 

Mr. Simpson. That is the Director of Agriculture. 

Mr. Anpresen. He cannot do it: it has to come —_ the Governor. 

Mr. Hoeven. It is my understanding that the fir: t step which is 
necessary is for the Governor to request of the President of the United 
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States that these counties be declared a disaster area and then the 
President will refer the matter to Mr. Peterson of the Civil Defense 
Administration, who makes an investigation, and he, in turn, makes 
his report to the President and then the President must declare a 
certain area as a disaster area. That is basic and fundamental] before 
he can do anything else. 

‘eg Dan. Yes, sir; that is correct. I think this Usng here of 
credit that they are referring to is under Public Law 115. 

Mr. Stmpson. It says “Public Law 875.” Here is what the Gover- 
nor wired Mr. Benson last Monday, and I quote from the newspaper 
article: 

Stratton wired Benson Monday declaring that an emergency exists in 41 
southern Illinois counties. The Governoi asked for more lenient credit terms 
and changes in crop allotments for stricken farmers. 

He did not ask for this disaster matter, because of the State spend- 
ing money and they have not spent any. 

Regardless of the public law, it does not have anything to do with 
the resolution which I have introduced, and the suggested amend- 
ment by Mr. Poage, which makes Federal grains available at parity 
prices—at the local parity prices—in any locality in the United States, 
until the first day of February 1955. 

Mr. ANpresen. There must be some justification for it. If there 
is a disaster in that area, and we want to make cheaper feed grains 
avall ible, we should have ah application from the Governor, showing 
that there isa need for it 

Mr. Poace. Mr. Chairman, may I interrupt, and offer a suggestion 
hich I had intended to do after we got through with this bill. and I 
hink this discussion shows the necessity for it / 

I think the Departme hit hould send someone up here before this 
committee to e xpl: 1n to us the entire outline of the drought relief pro- 
gran from the very beginning so that each of us, when we get home— 
and we hope we will be FoIng home be fore long can te 1] our people 
exactly what they have got to do, a eX tly the steps they have to 
take, and ask the De partment to give it to us in an outline form as to 
every step that has to be taken to get st area, whether it be in Illinois 
or Colorado or anywhere else, considered as a drought-relief area, and 
what benefits the people there are entitled to, and what they have 
sila de alae for it. 

I think we ought to have aa outlined clearly so that we could give 
it to our loeal pe ople when we get home, w ithout having to say, ‘Now, 
Bs do not know just what you have got to do, but I think. maybe, you 
hh: to go down to the State he adquarters and see the State com- 
mittee, and maybe they can do so and so for you.” 

Do you not think we should have a clear outline, and we should have 
someone from the Department do it for us, and I do not mean these 
gentlemen, whose specific duties are relat ed to erain, but I me an Bob 
Far ineton or Ross Rizle y, or some ‘body hil ike th: at shoul | come be fore 
us and give usa complete outline of this drought situation. 

Mr. ANpresen. Well, it is an order, and we certainly would like to 
have that as quickly as poss! ible. 

(Then followe d disc uss1lon off the record. ) 

Mr. McMiixian. I was a little late getting here, but I am wondering 

what objection there would be to have them sell this grain at the same 
price we sell it overseas 
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Mr. ANprEsEN. We give it away overseas. 

Mr. McMitian. Yes; but we sell some of it. 

Mr. Gotpen. Let me make one statement: It appears to me that there 
cannot be anything but something good to come out of this idea to let 
these farmers buy this orain. We are cong to be leaving here right 
away, and if this resolution by am Simpson is broadened so as to 
include the whole country, and if it includes other feed grains also, 
it looks to me like it will be avery fine step for us to take. 

I am wondering if there would be any way for us to pass this out 
and get it on the Consent Calendar so that the farmers can get the 
benefit of it right away. 

Mr. Stupson. Will the gentleman yield? 

Mr. GoLpen. Yes. 

Mr. Stupson. I do not think you will have to do it that way, because 
time is involved in this matter here. If the committee will report 
this bill out, with the amendment as suggested by Mr. Poage, then 
you can call it up under a suspension of the rules in the final days of 
the session, which takes a two-thirds majority to pass it. 

Mr. Gotpen. I cannot see anything but good to come out of this. 
It is going to get rid of some of the surplus, and it will help in this 
drought emergence y. I think we ought to do something about it. 

Mr. Anpresen. Let us hear from Mr. Dahl and other members of 
the Department. 

Will you tell us the extent of the drought, just the areas that you 
have observed, and just what the situation is / 

Mr. Danu. Well, the drought is quite general in the State of Mis- 
souri; it is quite general in the State of Oklahoma; there are parts of 
Kansas which are dry, and there are parts of Arkansas, parts of 
Tennessee that are dry, and there are areas in both Alabama and 
Georgia that are somewhat affected by the drought. 

Mr. McMitian. We have a very bad condition in South Carolina, 
Do not forget that. Our Governor has already wired in about it. 

Mr. Gotpen. I would like to put in here, if you will permit me, 
the statement that I received a message from Kentucky to the effect 
that they were having the worst drought in the history of the State, 
in Kentucky, today. 

Mr. Anpresen. Mr. Dahl, will you tell us something about the crop 
conditions in these areas which you have visited ? 

Mr. Dau. In the State of Missouri, their first cuttings of hay were 
considerably above normal and they were very good. The small-grain 
crops were very good, and because of dry weather, the harvesting of 
crops was very favorable. The farmers do have on hand a supply of 
hay and a supply of small grains to some extent. 

Of course, some of them are cash crops, and are sold and there are 
farmers who have a diversification and who are not in too bad shape 
because they have some livestock, and they had some small grain and 
hay, but there are other farmers who are more or less strictly dairy 
people who buy a lot of their feed and depend upon corn for their feed. 

Quite a lot of the corn crop has been siloed, and quite a lot of it is 
not worth siloing, and the same thing is true in an area in Oklahoma, 
a part of Kansas, and the area where the four States of Arkansas, 
Oklahoma, Kansas, and Missouri corner together. 
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Mr. Anpresen. You feel that this drought is very extensive, and 
that whatever we do here should be in the nature of general legislation 
for all areas? 

Mr. Danw. Well, I wonder about, for instance, in the northern part 
of Iowa, where the corn crop is probably as good as usual, if relief 
should be granted there. I kind of wonder whether it ought to. 
I wonder if it had not ought to be confined to those areas where their 
crops have been a failure. 

Mr. Anpresen. Well, would it not make a difference where a man 
has to feed $1.90 corn compared to $1.50 corn? Would not the 
farmers in northern Iowa be at a disadvantage ¢ 

Mr. Dan. Yes; they would, except that they have raised their 
crop. The other man did not raise a crop. The other man would be 
obliged to buy the entire crop. The man who raised it, it would not 
cost him that much. 

Mr. Anpresen. Do you have any recommendation to make from 
the Department as to what should be done ? 

Mr. Dau. No, sir. 

Mr. Anpresen. Is Mr. McLain here? 

Mr. Dann. Yes, sir; he is here. 

Mr. Anpresen. Will you come forward, Mr. McLain, and give us 
the benefit of your recommendations and observations ? 


STATEMENT OF MARVIN McLAIN, GRAIN BRANCH, COMMODITY 
STABILIZATION SERVICE 


Mr. McLary. Mr. Andresen, we have examined, carefully, Mr. Simp- 
son’s resolution, and we are in complete sympathy W ith what he wants 
to get done, because I personally have been on the phone quite a 
little hearing the same kind of reports that you have, Congressman 
Simpson, but I think the way you are talking about modification of 
it here makes much more sense. I think, if we are going to start 
to make these stocks available at a different price than 407 permits, 
it ought to be on a general basis, because, administratively, it seems 
to us that it would be very difficult to handle if you did not do it 
that way. 

[ think our present program for feed grains has been criticized 
severely in the past because we have this ceiling price which a lot of 
people think is very unrealistic under the formula, and it seems to 
me that if we move in the direction that this resolution indicates 
that it ought to be clear across the board. 

If we did not sell our stocks of feed grain and this resolution, of 
course, applie to corn only, at below the 100 percent parity, I think 
that would not adversely affect the price support program, and, as 
[ understand it, initially that is what the provision in 407 was put 
in for. 

Now, I think there is this to consider: when we talk about price 
support at 90 percent or whatever figure we consider them, and then 
by law make it possible to take our supply and move it out at parity, 
we kind of automatically fix it so that the fellow who has grain as 
grain, possibly on the average, cannot realize full parity, because if 
you can start your flooding at 100 percent, or whenever the price gets 
up there, he is Fong to be prohibited, probably, from realizing more 
than LOO percent. 


’ 
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It is difficult to pick out an area, areas, to sell our stocks at one price, 
and, as you pointed out, Congressman Andresen, people who are feed- 
ing cattle in parts of Lowa, in all likelihood would like to be able to 
buy corn at the same price the gentlemen would in Illinois. It seems 
to me that it would be quite difficult to set up a two-price system on 
the basis of the need in a local area. 

Now, the way this resolution was initially drawn here, it seemed 
like to us der the people who really need the relief the most would 
not get it, because this would apply only to areas where we had 
stocks of el ain. But in the big end of the drought areas, we do not 
have stocks of grain at all. That is, feed grain. 

Mr. Anpresen. The area referred to by Mr. Simpson was in the 
commercial area. 

Mr. McLarty. Yes. We do have stocks of grain there, but there are 
‘eas, other areas, where we do not have stocks of corn. 

Mr. McMiuian. Do you have any stocks in South Carolina ? 

Mr. McLarty. Do we have any stocks in South Carolina? 

Mr. McMirnan. Yes. 

Mr. McLarty. Stocks of corn ? 

Mr. McMI.ian, Yes. 

Mr. McLain. I would think not. 

Mr. AnprEsEN. Now, the original resolution provided for selling it 
at parity. 

Mr. McLarty. Yes. 

Mr. ANpresen. As against 105 percent of parity. 

Mr. McLain. Plus carrying charges, the 105 percent, Congressman 
Andresen, is of the current loan rate plus carrying charges. 

Mr. ANprESEN. How much would that amount to, how much is the 
carrying charge? 

Mr. Mc LAIN. Right now, as Congressman Simpson, has indicated, 
in the counties he is talking about, the selling price is about 32 cents 
above the county loan rate, and the county loan rate is, of course, 
about $1.62 on the average. 

Mr. Stwpson. It would be about $1.94 in my area. 

Mr. McLain. That is right. 

Mr. Stmpson. For No. 2 corn. 

Mr. McLatn. Yes. 

Mr. Anpresen. And what is the parity price on corn ? 

Mr. McLarty. Nationally it is $1.82. What this would do, the effect 
of this resolution in Congressman Simpson’s area would be to reduce 
the selling price under our present formula from 12 to 15 cents per 
bushel. 

Mr. Anpresen. That would make it at about $1.82 in his area. 

Mr. Suvpson. This would be the difference between 16 and 18 cents 
in the price they figure that it would sell, at the price based on the 
1949 law. 

Mr. Anpresen. And you are looking to have it sold within the parity 
price ¢ 

Mr. Simpson. Yes. 

Mr. Anpresen. And what would that be in that area? 

Mr. Srvreson. It would be about $1.75 

Mr. McLary. About $1.75? 

Mr. Hoeven. Will the gentlemen yield ? 

Mr. Stmpson. Yes. 


a 








176 MISCELLANEOUS HEARINGS 


Mr. Horven. In the light of that and in the light of the general 
purpose of this legislation, I think it is going to require that we con- 
sider it very carefully. I feel that unless we write in some limitation 
here, we are going to run into some difficulties, if it is going to be en- 
acted ; in the first place, I want to know who is going to be preferred. 
We have a drought situation in southern Illinois, the 41 counties. As 
I understand, it is not proposed to make it nationwide, and if it is 
going to provide a preference whereby the livestock producers in those 
4] counties are going to have preference—or are aa going to permit 
corn to be sold to anybody who wants it all over tl 1e U nited States, 
or just how far is it to vo? Lthink that is something that we would 
have to look into very carefully. 

Mr. McLain. Well, of course, it is pretty difficult, if you have the 
stocks on hand. and we do have a lot ot corn, stocks of corn, in [llinois. 

Mr. Horven. Yes. 

Mr. McLary. And if you make it apply across the board at 100 per- 
cent of parity 

Mr. Horven. <All over the country ? 

Mr. McLain. All over the country. 

Mr. Horven. Then what are you going to do with the trucker who 
comes in to the 41 counties, and takes advantage of this new law, and 
hauls out all the corn he ean and sells it to the livestock producers in 
southern Illinois, without having — privilege, without having pref- 
erence, without the bene fit of gvett ng the corn under the law ? 

Mr. Hixx. Will the gentleme n yield? 

Mr. Horven. Yes. 

Mr. Hitz. The purpose of the legislation is to limit it to the use sug- 
gested. 

Mr. Horven. But that would not make any difference, it seems to me, 
unless we did have some provision in the law, to see to it, that the corn 
actually goes to the livestock producer. We do not want some trucks, 
coming from outside the State, and saying that he represents the pro- 
ducer and takes the corn out of Illinois; and we want to be assured 
that that corn is not going to be resold: but that it is to be fed. 

Mr. Poace. I think you are going to have to write regulations deal- 
ing with that. 

Mr. Simpson. I think that is important. 

Mr. Poacre. Will the gentleman yield ? 

Mr. Srmpson. You have got, in the first instance, to prefer people 
right where the corn is needed, and we want to be sure that this corn 
is going to livestock producers and no one else. In other words, you 
have three things: In the first, it must go to the place where the corn 
is needed; second, we want to be sure that this corn is going to the 
livestock producer and to no ~ else; and third, we want to be sure 
that it is not going to be resold, but that it is going to be fed. 

Mr. PoaG E. VW il] the ve ntle man \ ie le lto me / 

Mr. Srmpson. Yes. 

Mr. Poacr. Now, the gentleman refers to trucks coming in and 
hauling the corn out. Now, if you made it applicable to the area of 
the 41 counties in Illinois that have been ae you would have 
just what you are objecting to. If you make it applicable to all of 
the grain sections anywhere in the United States, anybody could get 
it: anyone could come from any section in Texas, drive a truck up 
to Illinois or Iowa, get the corn, and haul it back. 





MISCELLANEOUS HEARINGS 1 


~J 


| 


Mr. Simpson, Will the gentleman yield? 

Mr. Horven. I am talking about the corn for the drought areas. 
We have a lot of corn under seal. We do not have any special prob- 
lem with that. But this means that they can come in and deplete our 
surplus under this program, and empty our bins immediately. 

Mr. Poacr. Well, is that not what you want done? 

Mr. Horven. Well, we may, but at the same time, we want some- 
thing because we have not made a corn ¢ ‘rop yet. 

Mr. Stmpson. Will the gentleman yield / 

Mr. Horven. Yes. 

Mr. Srwpson. If you have a corn crop in a section of Towa, there 
will be some emergency corn available and they will not want it for 
that area. It is not only for this livestock use, but there are other 
areas in the lower part of my area, around St. Louis, where the same 
farmers raise corn for feed, who have dairy herds, whose products 
go into St. Louis. That means simply that if they cannot get feed, 
they must liquidate their dairy herds, simply because their source has 
dried up and they cannot get feed. 

Mr. Hoeven. I think we have had some e xperience in the past; we 
have had some experience with respect to grains where the grain has 
gotten into the hands of speculators where the corn has been resold, 
and I think we have got to see that the corn is not resold but is used 
for livestock feed, but not be resold. 

Mr. Poacr. Will the gentleman yield? 

Mr. Hoeven. Do not misunderstand me; I am in favor of the gen- 
eral purpose of this resolution but I want to tie the thing down so 
that the fellow that needs it gets the corn and that it is not resold. 

Mr. Poacr. Will the gentleman yield? 

Mr. Hoeven. Yes. 

Mr. Poace. I do not think, if we want to get rid of the surplus, if we 
follow your suggestion it would result in just exactly contrary to what 
you want done; that is, if you want to get rid of the stocks which the 
Government has on hand. Now, is what you suggest that we raise the 
ceiling 

Mr. Horven (interposing). No, but I want to make sure that the 
man who comes in here and says that he has livestock, and that he 
needs corn, that he will get it. 

Mr. Poaar. Yes. 

Mr. Horven. I do not want the speculators hauling out the corn 
for speculation. 

Mr. Poacr. Now, wait just a minute. Now, suppose a man lives 
down in Oklahoma and he wants corn, because there is no corn in his 
area. Why should he not be allowed to go up and buy whatever he 
can in an area where there is a surplus of corn ? 

Hr. Horven. If he wants to buy 

Mr. Poacer (continuing). Wait just a minute. The only way that 
he is going to be able to get the corn is to arrange for some fellow 
to bring it to him. He is not going to take off 2 weeks to go up there 
and truck the corn himself. He is going to hire some fellow to run 
a truck. 

Mr. Hoeven. Yes. 

Mr. Poacr. He is going to buy that corn from the fellow who goes 
to Iowa or Illinois for it, who buys it at the selling price in Illinois 
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r Lowa, and he is going to have to pay, in addition, the cost of trans- 
sats ition plus some kind of a simple profit. 

Mr. Simpson. And if the corn is sold in Illinois or Iowa at the 
present time, this bill would indicate that there is going to be a trans- 
portat ion charge, and there would have to be. 

Mr. Poace. Yes, of course. And he has to pay somebody for truck- 
ing that corn, and the transportation charges. The men who runs 
the truck buys the corn in Illinois or Iowa. Now, when the trucker 
buys that corn and transports it to Oklahoma or Texas, he is going 
to sell it to somebody who is going to feed it. That is the only reason 
he buys it. That is the only reason for his trucking it; he buys the 
corn, not for the purpose of storing it up; he gets it to sell to people 
who want to feed the corn. 

I have bought hay, several years, from Oklahoma—I do not expect 
that we can get any this year because they do not have it, but for 
several years I have done that. But I have bought hay from Oklahoma 
and have had trucks go to Oki: thoma because I could not go myself; 
but I paid for it myself, but we do have people going from "Texas into 
Oklahoma to truck hay, which makes it possible for us to get the hay 
and the man who trucks the hay buys it in Oklahoma. “Now, why 
should we not be able to buy it and truck it to Texas and sell it to the 
livestock man in Texas, where it is going to be consumed? I cannot see 
anything wrong with that operation. 

Mr. Simpson. I think I could go off the record for a moment and 
give you a few illustrations. 

Mr. Poace. What is wrong with it? 

(Off the record discussion. ) 

Mr. Stmpson. Will the gentleman yield ? 

Hr. Horven. Yes, this can go on the record now. 

Mr. Simpson. This corn that we were talking about buying from 
Towa, and some of the corn that the Commodity Credit Corporation 
has on hand 

Mr. Horven (interposing). Mr. Chairman, Mr. McLain has had 
a good deal of experience in this; he is a practical farmer, and I am 
sure he knows what I have in mind, and I would like him to tell the 
committee whether he thinks there is anything to the suggestion that 
I have made? 

Mr. McLain. Well, there is quite a long story about it, Congress- 
man. Briefly, the problem you raise grows out of the fact that “when 
we found something was wrong, in “working out the conditions of 
trying to acc urately sample the corn, we got into difficulties with 
some of the county committee in Minnesota, Iowa, and Nebraska. 
Congressman Andresen knows about it. They would sample, for 
example, a bin of 40,000 and it may be that the sample that they took 
would be grade No. 5, and when they got to moving it out, a truckload 
at a time, a lot of it was grade No. 2. We knew ‘that that could not 
go on so we stopped it, until we could develop a program which would 
accurately determine what the grain of each bushel of corn coming out 
of these bins were. 

On July 6, that program was inaugurated, Congressman, and now 
any corn that comes out of any bin that is out of condition, the local 
farmer has a chance to buy it right there, once the sample is taken, 
as it goes on the truck. We have not had any criticism at all since 
that program was launched. 
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Now, getting back to the principle that I think Congressman Simp- 
son has in mind, it is our feeling in the Department that it is very 
difficult, by areas, to determine a different price for the selling of our 
commodity, and it seems to me that if we want to be realistic about 
this, if we are concerned about the stocks that we have, it may be if 
we pull the price support down—the selling price to a 100 percent 
of parity, rather than 105 percent of loan rate, plus carrying charges, 
there might be a lot of wisdom to it, and make it available to every- 
body, as Congressman Poage has indicated. I think that is a thing 
that could well have been considered when we were considering the 
original resolution that was suggested. 

Mr. Simpson. John Heimburger, when I asked him to draw up 
ae resolution, got in touch with somebody down in the Department 

Agriculture and he told me—— 

Me McLain (interposing). Well, I knew about this at 5 o’clock 
Friday evening and we have tried to analyze it in an effort to have 
something we knew would work in operation. Of course, you gentle- 
men would like to have something that would work once it is enacted 
into law; we knew that, and that is the reason that we called these 
things to your attention. It is very difficult to start telling the farmer 
in Jackson County that he will be able to buy corn at one price, and 
right across the line tell another person that he can buy it at a different 
price; that is a pretty hard thing to do. 

Mr. Gorpen. Mr. Chairman ? 

Mr. Anpresen. Mr. Golden. 

Mr. Goipen. I would like to suggest that if we do not tie this down 
with too many restrictions that the administration is going to be 
much simpler. And I think the suggestion that the gentleman from 
Texas has made is a good one, that we can tell anybody and every- 
body who wants to buy corn can do so at the same price, and I think 
it will help the corn producer in Iowa and other States if it results 
in clearing out this burdensome surplus that we have on hand, and 
it might help the corn producer and others, and I could say some 
other things, if you will let me go off the record. 

(Off the record discussion. ) 

Mr. ANprEsEN. Have you made any estimate as to the loss on the 
part of the Government that would result if this corn is sold at parity 
prices? 

Mr. McLatn. Well, it would be a very simple process, if we know 
how much we are going to sell, the average, if it were sold at parity 
rather than the formula as is now in operation. At the beginning 
of the market year the price would be about the same. If you come 
to the end of the market year, the price steps up every month, from 
October on until the next October. 

Mr. Poace. That is, assuming that you are able to sell it? 

Mr. McLain. That is right. 

Mr. Poace. But you have got a lot of these stocks that are going 
to go out of condition ? 

Mr. McLarn. That is right. 

Mr. Poage. But any that you are selling that is deteriorated, you 
cannot sell on the loan basis ¢ 

Mr. McLary. That is right. 

Mr. Poacr. And you have been selling some of the actually deterio- 
rated corn, and you cannot get the parity for that 
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Mr. McLarn. That is correct. 

Mr. Poacr. And it is entirely possible that you have got some corn 
that you will not be able to sell at the parity price by holding it? 

Mr. McLarn. That is my personal feeling about it, yes. 

Mr. Anpresen. There is a danger that it will deteriorate? 

Mr. McLar. Is there a danger that it will deteriorate? 

Mr. ANDRESEN. Yes. 

Mr. McLarn. Well, we determine that this 1948 corn should not be 
kept any longer—— 

Mr. Poace. But you know it will deteriorate unless you can get it 
disposed of pretty soon; do you not ? 

Mr. McLar. I think thet is correct. 

Mr. Anpresen. Is that not true of all of the grains? 

Mr. McLarty. I beg your pardon ? 

Mr. Anpresen. Is that not true with other grains? 

Mr. McLain. I think if it is made applicable to corn it could be 
made applicable to other feed grains. 

Mr. Anpresen. My recollection is that not so many years ago we 
purchased some 300 million bushels of wheat from Canada and dumped 
it in this country. 

Mr. McLarn. Yes. 

Mr. Anpresen. And some of it went into flour? 

Mr. McLarty. We will not need to do that for a little while with 
the current stocks of wheat on hand, I do not believe. 

Mr. Anpresen. But you could certainly get rid of considerable 
wheat, if you had some of it that could be used at a lower price. 

Mr. McLarn. Yes. 

Mr. Horven. If the storage conditions are properly corrected, the 
corn will not start depreciating for 3 or 4 years. 

Mr. McLarn. Yes. 

Mr. Poacr. Some of the corn is 3 or 4 years old now; is it not? 

Mr. McLarn. Yes. 

Mr. Horven. But that percentage of om corn is very small; it is not? 

Mr. McLarty. Yes. We had about 150 million bushels of the 1948 
and 1949 corn, but by the time the new crop comes on, most of that 
will have been sold, so that it is pretty well out of the picture. 

Mr. Sturpson. Mr. Chairman. 

Mr. Anpresen. Yes, Mr. Simpson. 

Mr. Srarpson. Mr. McLain, in certain counties of sections of Ili- 
nois, in most of the southern sections, they have declared certain 
counties are infected with Ingle moths? 

Mr. McLarn. Yes. 

Mr. Stpson. And if they have got that condition, they have got 
to get rid of the corn ? 

Mr. McLain. Whenever, under the present law—which we operate 
under—if they determine that that corn is no longer storable, it must 
be sold at the same—the same as the 1948 and 1949 crop. 

Mr. Hii. I would like to ask this question: If we pass this resolu- 
tion with Mr. Poage’s amendment in it. what difference, what change, 
would that make in the way you are operating the feed program now 
in the disaster area ; would it make any change? 

Mr. Danu. At the present time, we do not have a grain-feed program 
going, C ongressman Hill. 
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Mr. Hiiu. I just came from home and someone told me that you 
were supplying some feed 

Mr. Danu. We were supplying some to Colorado and New Mexico— 
that was the end of the program that was operating last year. 

Mr. Hitti, Now, where do you obtain that corn / 

Mr. Dani. From the Commodity Credit Corporation. 

Mr. Hitz. Let me ask you this: What are your restrictions on the 
recipient of the corn; what does he have to do; what conditions does 
he have to meet, and what facts does he have to supply? Does he 
have to show that he cannot pay for the feed and that he is in danget 
of being sold out or foreclosed 4 

Mr. Dann. That program was intended to pre vent liquidation of 
his basic foundation herd and the ae ators eligible to buy this corn 
at a reduced price, to maintain his basic foundation herd, through 
the period of the drought, at a reduced price, and he had to show, 
he had to certify, and his certificate had to indicate that he was unable 
to buy the grain at market prices and have a chance to come out. 

Mr. Hitn. From his own statement ¢ 

Mr. Dann. Yes. 

Mr. Hitt, Let me ask you this question—of course, we can always 
hear rumors, and I know, because I was on the receiving end of one 
of them, that you were supplying some corn in some of the States 
to livestock people who were not in straitened circumstances, and 
that they had no intention of using it to maintain their herds, but to 
fatten young heifers to put on the market. Now, that was the rumor, 
and I would like to know how I ean go about learning who gets that 
corn in Colorado and if there are farmers or livestock men getting 
corn under those conditions. I know I heard of it, although it was 
a rumor, although it came from a person who was considered fairly 
reliable. 

Mr. Dan. There would be a record in the county where it was 
obtained, where he obtained the corn, and at that time he certified 
on his application that he had so many head of livestock and that it 
is necessary for him to have this corn in order to feed them through 
the drought period, and he is permitted to have a 30 days’ supply 
of corn in advance under this program. 

Mr. Hitz. But here is where the rub comes: Suppose he said that 
and then 10 days from the time he got the corn supply, he made up 
his mind to fatten his cows and send them to market, what can you 
do about that ? 

Mr. Daut. That is one of the difficulties we have in the operation of 
this program. 

Mr. Hinz. Well, let me ask you this question—— 

Mr. Poacr. Will the gentleman yield? 

Mr. Hitz. Well, personally, I feel that is the kind of rumor that 
should be absolutely checked because of the fact that it is going to ruin 
the entire program; it is just like the situation with reference to the 
King Ranch. I think perhaps everybody in Colorado knows about the 
King Ranch incident. 

Mr. Poacr. Will the gentleman yield ? 

Mr. Hix. I yield. 

Mr. Poace. In the first place, there has never been a time when the 
regulations would allow a man to use the feed to feed just anything. 
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The regulations, last year, just as those issued this year, always re- 
quire that it be used to maintain the foundation herd. 

Mr. Dann. Yes. 

Mr. Poace. And the county committee, the county drought com- 
mittees, had to determine, for instance, if the man had a hundred head 
of cattle that would take about so much grain to feed them. Last year, 
they had a 30-day limit, and it has been raised to 60, which I think is 
more nearly correct. In the first place, they cannot get it in 30 days 
and they would not have the feed available in most instances. But 
the county committee has the responsibility of determining whether 

e feed was going to be used to maintain that herd, for which the feed 
isused. You cannot feed a herd; all vou can do, and what it is aimed 
at, is to maintain it. And,as to the King Ranch matter, as I said to 
the chairman, and Iam willing to put this on the record, because I feel 
very strongly about this, that we have mi ade serious mistakes through 
the failure to understand certain parts of this program; and when you 

say that everybody in Colorado understands it—and I think everybody 

Texas thinks they understand it, even though many of them do 
not 

Mr. Hitz. They do not all understand it. 

Mr. Poagcr. I do not think they do. And probably you will remem- 
ber my feelings toward Secretary Benson’s program, but I think that 
he was correct in w: inting I think he was correct, [ think the Secre- 
tary was correct in what he did last year; I think it was necessary, ab- 
solute ly necessary, tO prov! de che: ap food to the operators ot the King 
Ranch asa part of the ve eral operat ion, if we were to maintain and 
support the price structure that we were trying to maintain in the way 
that the Government intended. 

Now. as to the King Ranch, I do not know their business administra- 
tion, just as | do some others in the northern part of the tate, but I 
know that one particular operator was sending cattle to Fort Worth, 

trainload every day, until this feed program came along, and that 
this gave him, when he got the feed at a lower price, it gave him a 
chance to keep those cattle on the ranch and to stop that flow to the 
market. 

Now, in stopping the flow of cattle to the market, of the old cattle 
from the big ranches all over the breeding section of the count V5 be- 

use nobo ly could afford to keep the m and pay S70 a ton for hay, but 
th hey could, if they were given a chance to buy hay for $35 a ton, and 

vhen vou sto p that flow of cattle to the market. you do not simply 
he lp the rancher only, but you he Iped ever rybody, because if the market 
price of cattle had gone down, any r those circumstances it would not 
only have affected that section of the country but the price of cattle 
all over the country, and by stopping that flow of cattle to the market, 
you sustain the market price of ¢: attle all over the country. Now, the 
only way they had the chance of stopping that flow was to give them an 
opportunity to take care of the financial advantage to buy this feed. 

Mr. Huw. But the King ranch people paid something for this feed ? 

Mr. Poacr. They paid $35 a ton. 

Mr. Huw. How do they figure that the Government gave them all 
of this money ¢ 

Mr. Poacr. The Government gave them feed at $35 a ton which 
otherwise would have cost them at that time approximately $70 a ton 
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on the market. In other words, the Government was giving them the 


chance to get feed at $35 a ton, whereas the market price was ap proxi- 
mately twice that. That was what was done for the King ranch; and 
what was done for the Matadors and all of the other big operators. 

Mr. Hii. Of course that has nothing to do with what I am driving 
at. The fact is that the local committee certifies that the fellow is 
entitled to get his feed at a lower price to maintain his herd, but if a 
few days after he gets the feed he decides to liquidate his herd, why 
it puts the local committee and the whole program in a bad light, and 
what I am trying to get at is how much effort is the Department going 
to make to ride herd on that kind of a deal, because I do think you 
have to ride herd on them. 

Mr. Daun. We have referred to the Solicitor’s Office every com- 
munication that we have received where there has been evidence of 
flagrant violation of the intent of the program. 

Mr. Hintxi. You can see the difficulty, and I think everyone should 
know what we are going to be up against in defending the program. 
Of course, you were in my territory and in some of the counties you 
know the situation because on one side of the fence, the fellow will 
have a lot of feed and he - going to be able to carry his cattle through 
the winter without much difficulty; but just across the road, just 
across the fence, on the cab side, the fellow who does not have any 
irrigation at all will not have a chance to carry his livestoek through. 
Now, what you have got to do, and I do not know just how you are 


going about it, but I think you have got to differentiate b tween the 
fellow who is able, who has a little irrigated section \ here his farm- 
Ing operation is pre oy ' cood, and where his alfalfa is about 0 per 
cent of normal as against the man just across the fence who has 
nothing but dry land, and a lot of dry land, too, where the pasture has 
dried up, and does not have ai ything at all. Just how are you gomg 
to work that out? 

Mr. Danu. In determining the matter of the hay program, the 
county comm) ittee rides herd on the ¢ heibilityv of who is rong t have 
hay and who is not. 

In the grain program, it is much more difficult to administer. I 
am sure that it would make the Department happy if son cath heg: could 
be worked out here, under which the grain wot ild be made available 

ut some reduced price, that all the feed grain held by the Comm odity 

Credit Corpor: ation be made available and then, as has been suggested 
here, make provisi on whereby wervhalls in the United States could 
vet it. 

Mr. Hux. I think that is the essence of the whole program, and 
then if a man has money in the bank, we bring the banks into, and I 
am talking about that end of it because I know the banks are inter- 
ested in these men; these people are their customers; they are the 
men in the community that produce the cattle and grow the crops. 
Why can we not put ‘something in this bill, put in a section which 
would protect what Mr. Hoeven has in mind and yet at the same time 
go along with Mr. Poage, so that the feed woul d be made available 
all across the country just as long as the Commodity Credit Corpora- 
tion has the feed for sale, until they run out of feed, and then we 
could get rid of some of this surplus. And I frankly confess, as 
a member of this committee who is interested in see ing that this pro 
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gram be drawn in a manner, in a way that it will operate, and we 
all realize that the farmers must have long-term credit, and it should 
be done by all means or we are going to break the whole program 
down, and when we come to the floor of Congress with a request to 
ipply funds for the operation of the program, if we are not careful, 

we are not going to have any friends. And J do not want to have 
program to be handled in such a way that they can point their 

ger to this and say, “Here, what about this?” We do not want that 
to happen. 

Now, may I suggest that you take this bill back, rewrite it, and bring 
one in here that we can push over to the House and get it through on 
the Consent Cale d i. if su h a thir F can be done at this late date. I 

ne of the best things that could be done now would be to draw 


bill in La Way that we can point to the steps, aes and 4, 

o that everybody in the Tlouse looking at it will see exactly what we 
ying to do. 

Not only that, but they will know exactly what it is, and they will 

exactly where the responsibility lies, so that if something goes 

WrOnD al al tl eV KNOW the nwa ner al d the method by which you are 


TONG 
e 
i 


to operate, they will know that nothing is being done that is 
out of order. 

Mr. Horven. Will the gentleman yield ? 

Mr. Huu. In just a moment. I vot back late last night. I have 

vn that territory for over 50 years and I have never seen anything 
like it. Now, when they have a little rain, and grass sprouts up, they 
eat that 1 s without getting much benefit of it: the more they eat, 
the poorel they vet. And when the corn comes up, with a little rain 
on it, the corn comes up and is burned. I have never seen anything 
like this in the whole oO years. 

Mr. Anpresen. Does the Department have any recommendation to 
make as to the type of legislation to meet this situation ? 

Mr. McLarty. I would like to make this comment, after what Con- 
gressman Hill has said: I think you gentlemen all realize that under 
this program we had last year, corn, for instance, was selling at $1 
per bushel. Now what Congressman Simpson is suggesting is that 

hat category al all, and certainly I do not think any of you 
gentlemen want to see stocks completely made available at any price 
like that. That would not be our recommendation at all. I merely 
would suggest that, in line with what Congressman Simpson has sug- 
vested here, for the area made available at 100 percent of parity, we 
have felt that, for quite a while, that it might be all right to do that 


across the board as was indicated by Congressman Simpson, that: it 


not nt 


would relieve some of these areas that were not in the disaster area as 

ich, but that it would make stocks available to them, so they would 

ot need to be in a disaster area. I think we are going to have to face 
up to the fact that some of these areas really are disaster areas, and 
something else is voing to have ce) be done. and that is what we are 
talking about here, and the Department is trying to help out with 
sucha program. 

Mr. Hiri. How are they going to take care of the whole area? 

Mr. McLain. There will be a program announced very shortly, 
will there not, Mr. Dahl, that will be in line with what happened a 
vear ago, only we hope much better than that. 
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Mr. Daunt. Yes. Could we handle this grain end of it with just 
selling this now? I visited a lot of farmers in Kansas, various parts 
of Kansas, and Missouri and Oklahoma, and we stopped and visited a 
lot of banks throughout the country, and there are many who have 
money in the bank and there are not too many people but what have 
some credit left, but they say that they cannot afford to buy this corn 
now and pay $1.94; that price is prohibitive, and feed crop of pigs 
that is just coming along in Missouri. If they could buy it at, say 
$1.55 a bushel, that is all they want. 

Mr. Horven. How are you going to handle it ? 

Mr. Dau. I beg your pardon? 

Mr. Horven. Just how are you going to handle it? 

Mr. Danw. Just get the price down to where it would work out. 

Mr. Hin. Could you do that right now under the legislation ? 

Mr. Dann. If we could do that right now, then stay out ot the orain 
program entirely, with this—— 

Mr. Srmmpson (interposing). Let me t ask you this: Suppose we repea 
section 407 of the 1949 act, would that enable you to handle it? 

Mr. Dant. I am not acquainted enough with that to say offhand. 

Mr. Horven. You would not want to ruin the whole support 
program—— 

Mr. Simpson. What is wrong with the bill as originally writte1 
with the suggested amendment of Mr. Poage, as far as the Depart 
ment has determined it 4 

Mr. Ricuarps. That will not give the $1.55; that will not give the 
$1.55 figure; I think that is what they all recognize. 

Mr. Poacr. That will give the $1.75 ¢ 

Mr. Simpson. But the local parity price ? 

Mr. Ricnarps. Yes. 

Mr. Stmpson. Is there anything wrong with that ? 

Mr. Riciarps. I think if it were amended simply to change it 
from 105 percent of the support pein, p ylus chs arges, it would be admi 
istratively workable. 

Mr. SIMPSON. If we are going to gel anythi Ing, we have got to work 
quickly because we do not have much time. Now, the bill has been 
introduced. Would it be objectionable to the Department, with Mr. 
Poage’s amendment, or Mr. Poage’s suggested amendment ? 

Mr. Ricuarps. I think Mr. Page’s amendment is very necessary. 
The way the original resolution was, it applied only to counties where 
we had corn. 

Mr. Sturvson. As emergency legislation, effective only to February 
1, would you make any suggestion as to that 4 

Mr. Ricnarps. I would not want to speak on that offhand, but it 
seems to me that it might be continued on beyond that date. 

The Cuarrman. Mr. McLain, suppose the bill is amended by adopt 
ing Mr. Poage’s amendment, what effect would that have on the pric 
support program ¢ 

Mr. McLain. Mr. Poage—as I understand, and all I know about 
the amendment is what was stated after I got here this morning, but 
as I understand the amendment it would apply all over the country ¢ 

Mr. Poace. All over the country to all feed grains. 

Mr. McLatn. I trink it would not adversely affect it. As I said, 
I think it would be realistic to our pricing methods without inter 
fering 
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Mr. Simpson. Local parity price until the 1st of February 1955. 

The Cratmman. I assume you are considering the time limitation, 
too, when you say that applies to next February 1/ 

Mr. McLarn. Yes. My suggestion is that you will have a hard time 
stopping, when the time comes, but it could be extended 

The CuarrMan. What I am trying to get at is this: Do you want 
this as a permanent measure or an emergency measure ¢ 

Mr. McLarty. I think as an emergency measure for the time being. 
I think we could all well take a look at it, and if a permanent measure 
is desired later on, certainly you people should have a chance to look 
at it. 

Mr. Srmpson. A temporary measure, and then Congress can take a 
look at it when it comes back. 

Mr. Hinz. It will be much easier to handle; the legislative func- 
tioning on the bill would be much easier if there was a time limit. 

The Cuatrman. Assume that we accept the principle of this amend- 
ment, would you want to take a little time and check with your legal 
advisers and discuss the matter in the Department before you say this 
is the measure? 

Mr. McLarn. Oh, yes. 

The Carman. I think the important thing is to be sure that we 
know what we are doing, and that we get the kind of bill that every- 
body understands just what we are doing. If we are going to get the 
bill through by unanimous consent, or perhaps by suspension of the 
rules, we would need to have a favorable report from the Department. 

Mr. McLar. Yes. 

The CHarrman. Could you provide that? 

Mr. McLary. We would certainly provide it immediately and would 
get a report to you as soon as you so indicate. 

The Cuamman. Then why not leave it that way? Could you come 
back tomorrow with such a report? 

Mr. McLain. If you so order, we will. 

The Cuatmrman. Well, if you could, unless someone has some further 
questions, I think we should adopt that plan. 

Mr. McLarty. To be sure we understand—your suggestion is that 
we make available all feed grains at 100 percent of parity up until 
February 15—is that what your suggestion would be? 

Mr. Simpson. We might say February 1. 

Mr. Hi. The middle of February would perhaps be better. 

The Cuarrman. Why not make it the 1st of March? 

Mr. Poacr. Yes. 

The Cuarman. Make it the Ist of March and that still makes it an 
emergency measure 

Mr. Daut. I ual | like to ask Congressman Hill, do you think this 
kind of legislation would be adequate for the people of Colorado 
as far as the grain program is concerned ? 

Mr. Hin. The thing you will have to do in Colorado, with such a 

hange of farming operation from 1 mile to another, you have to 
check with vour local committees. I think our whole program will 
stand up or fall according to the ability we have to convince the local 





committees. 
Mr. Dant. Do you think this corn at $1.75 will fill the bill for the 
drought program ¢ 
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Mr. Hirt. It will certainly give us a big lift, because many of the 
farmers out there are obligated to the bank and if the *y cannot see 
how they can get the feed and carry the livestock through, you might 
as well let them liquidate. 

The Cuatrman. I think this would be a sounder grain program 
than a year ago. If you are in a drought area and the drought is 
very bad, you will not have hay and you will not have grass. If none 
of them have any grain and you start furnishing grain to one, then 
his neighbor feels he is being discriminated against. That is my ex- 
perience in Kansas, and [ attended many meetings where that subject 
was discussed. The general feeling was that on the cheap-grain pro 
gram, you could not very well differentiate between the man who 
fed hay and aman who did not have hay. 

Mr. Poacre. Mav I Say this. I want to put it in the record, not 
that I want to find fault with my chairman because we disagree in 
this matter, but I do not look upon this as any cure for the need of 
the owners of foundation herds in drought-stricken areas. They are 
really disaster areas and have been so declared. I think they need a 
vreat deal more assistance than a hay program. 

The Cuatrrman. What I am saying does not apply to cake I am 
talking about grain. 

Mr. Dani \ » have no cake. 

Mr. Poace. If you cannot get t cake you can vet ori ain pellets you 
can use, but there is a vast area in the Southwest where, if you are 

roing to protect your foundation herds, you are going to have to have 
some thi ing you can feed on the range. 

Mr. Danu. I have been out in New Mexico. I traveled about 2,000 
miles in New Mexico and the cows have eaten the leaves off the trees 
as high as they can reach them. Out there they have cracked the 
corn and mixed it with salt and put it by the water hole, and they 
claim the cattle are actually breeding better and are coming along 
as well as on cake, and some of the oldtimers that have been at it for 
10 years say they have missed something all their lives. I think if 
we could dics ite peop le to build those troughs and fill them instead 
of C ake, it would be a eood thing. 

Mr. Poage. You cannot feed even $1.75 corn, and it is not $1.75 
when vou get to New Mexico. It is $2 or $2.50 corn by the time you 
get it out there, and you cannot feed $2 or $2.50 corn with the present 
price of cows, and no man in his right mind will do it. Their only 
cther recourse is to let thos se COWS FO to market, and when they 70 to 
market it is not simply that he is taking a loss; it is not a matter of 
King Ranch taking a loss; those people are in the position they can 
stand it. But when those cows eo to market, whether Fort Worth or 
Kansas City of Omaha, they affect the price of every cow in Indian 
and every cow in Maryland. They destroy everybody’ S values all 
over the country. The United States Government cannot sit idly by 
and see the cattle market take the beating it did last year. J do not 
see any other way to prevent the disaster if the drought continues. 

Mr. Danwt. May | interrupt there? 

Mr. Poaar. Yes. 

Mr. Daut. There is one difficulty. I noticed in the western part of 
Oklahoma, where last year their drought was severe and they took 
quite a liquidation, the ‘people are better off than those in the eastern 
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section who hung onto the cattle. A lot of the cattle should have gone 
to market the year before. One of the troubles is that we have more 
cattle than we have OTass. 

Mr. Poacr. You are just re peating the pl hilosophy that the only w: ay 
to cure the prob bean is to break every cowman in the United States, 
und then you will have high priced beef, of course. If you just break 
enough produ ers you can run the price of any commodity as high as 
you want to. Russia eliminated a lot. Once they thought they had 
too many peasants and they moved them to town. But we do not want 
any such cure in the United States. As L understand your philosophy 
k these cowmen and make them send the cows to market. 

Mr. Dan. Oh, no. 

Mr. Poacr. What ean the Vy get for the cows when they oo to market 
today ? 

Mr. Dann. About 8 cents. 

Mr. Poacr. But in sending them in large quantities they eo get 6 
and maybe 5andthen 3cents. That wil! eliminate the cows, all right, 
and that will mean a year or Zvears hence we will have a weal ition 
market for the people le Ft in there, because there will not be so many. 
Maybe there will be a lot of doctors and lawyers and Congressmen who 
will stay in, but the fellow who has been in the business all his life will 
be w no for someone else for $100 a month. 

Mr. Hinn. Just a minute, Mr. Poage. Let us not blame the Agri- 
culture Department. 

Mr. Poaar. I have said I was not blaming Mr. Benson. 

Mr. Darn. We might find ourselves with too good a program so 
that we will be maintaining too many cattle. It does not he in the 
province of any of us to say who will go broke and who will stay in the 
ee I know people who have been in the business all their lives 
and I think you can recall the same thing, but it occurs to me as an 
individual there is a danger we may encourage too many cattle to stay 
over. I think there should be some encour: igement made fora little 
reduction on everybody’ S part. 

Mr. Poacr. As I see the function of the Government it is that where 
there has been a national calamity—that drought—where a man has 
been unable to compete on equal terms with his neighbor who has had 
bountiful rain, give him an opportunity to stay in business like the 
otherman. If Government does not equalize it, all the liquidat ion will 
come from the men in the drought area and those in the adequate rain- 
fall areas will profit by that liquidation. 

All I am suggesting is that the Government should, as far as 
possible, equalize those conditions. J do not think the Government 
ean entirely equalize them, but the Government ought to at least 
attempt to assist the fellow who is fighting not only the economics 
of the thing but the drought, assist him to stay in business on a basis 
somewhat comparable to the man who has been more fortunate in the 
rainfall. 

Mr. Hitz. I think the Farmers’ Home Administration—and I have 
watched that—it is my opinion their loans have been heavier in the 
areas where the farmers are hit with the drought. 

Mr. Poacr. IL agree. I have said two or three times I approve what 
has been done. But when the witness suggests we ought to make it 
necessary for this man to liquidate in order that we would have less 


is to brea 
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Mr. Daut. I did not say “make it necessary.” I said we should con- 
sider the fact that it is not only in the drought areas but in other 
parts of the country. If South Dakota had not been so heavily stocked 
with cattle, a lot of cows could have been moved out of Colorado. The 
good areas are so heavily stocked we have no place to go in times 
of emergency. ‘That is the problem. ; 

Mr. Hoeven. I have been concerned about this long distance haul- 
ing quite a bit. Assume a livestock producer in Missouri needs three 
truckloads of corn. He engages a commercial trucker to go to lowa 
and get three loads of corn. He will have a certificate from the local 
PMA agent in Missouri. There will be some certificate that a certain 
individual needs corn under this program for feeding purposes. Is 
that right ? 

Mr. McLarty. That is one way to approach it. 

Mr. Hoeven. That certificate is presented to the PMA office in 
northwest Iowa. They approve it and arrange for the sale of this 
particular corn. It is hauled back to Missouri, some 300 miles, and 
then what check is made of it there? Does the local PMA office 
approve it, and does the farmer who receives the corn actually receipt 
for it? How do we know the man who needs the corn gets it? 

Mr. McLatn. You do not. 

Mr. Horven. How can that be done? 

Mr. McLain. You would have to police it. Some of these truckers 
go all over the country. It would be almost impossible to do it. 

Mr. Horven. When he calls for the corn in Iowa he has credentials 
that he is to get that corn for a certain individual who needs the corn. 

Mr. McLain. Yes. . 

Mr. Hoeven. I want to be sure when the corn gets back to Missouri 
that individual gets it. Is there any way to do that ? 

Mr. McLarn. When he gets it, it is his corn and he could do with it 
what he wanted to. 

Mr. Horven. I do not want that corn to disappear at some elevator 
or somewhere down the line so that it is used for some purpose other 
than intended. 

Mr. Ricuarps. That will not take care of the dairyman Mr. Simp- 
son was talking about around St. Louis, because he does not want corn. 
He wants mixed feed. We do not have mixed feed. We have corn. 

Mr. Horven. The purpose of this program is to afford relief to 
people who need corn under the provisions of the Simpson resolution, 
or feed grain, as amended. I want to be sure the person who needs 
it gets it. Is that provided for? 

Mr. Riewarps. I think it would be difficult to have a certification 
that it went for feed purposes. 

Mr. Horven. It seems to me it would be comparatively easy. John 
Jones in Missouri needs corn. ‘There is a certificate of his need and 
he sends to Iowa for the corn. Should not John Jones receipt for it? 
Is there anything wrong with that / 

Mr. Ricuarps. In 40 or 50 percent of the cases the need will not be 
for corn but for mixed feed. 

Mr. McLarty. If you make this across the board and confine it to 
the fellow who wants corn and corn only, I do not think you could 
live with it. 
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Mr. Horven. By the same token, the fellow who mixes the feed, 
why should he not receipt for it when he gets it / 

23> McLain. To police it is the trouble. You can get ace rtification 
for it, but carrying it down to the last point is very difficult. 

Mr Simpson. If a poultryman wants to mix it himself, what ts 
wrong with that 4 

The CHatrman. I came in late and do not know all that has been 
previously discussed, but as I understand, if we amend this bill along 
the line of the Poage amendment, this will not come up. 

Mr. McLain. That is right. That is the way I] understand it. 

ne ‘AIRMAN. All feed grains will be for sale at whatever the 
price of local parity may be to all who want to come and take it, and 
you will not have that problem, as I understand it. 

Mr. Poace. We had this question up a while ago, Mr. Chairman. 
It seems to me there is a further important issue that nobody buys 
feed like Mr. Hoeven suggests. He does not pick up a trucker and 
tell him to buy corn for him. The trucker buys it and brings it in 
the community and stands at the corner of the square with his load, 
and I come and look at it and say, “What will you take for it?” He 
gives me a price. That price will include what he paid for it in 
Iowa or elsewhere plus transportation and a profit. It is cheaper 
for me to pay that, in most instances, than to just try to find somebody 
to get grain for me. That trucker will get a whole truckload and sell 
some of it to me and some of it to Mr. Hope and others. He will not 
sell it all to me. 

We talk glibly about not wanting to let the big men in on these 
things. You do that and you will cut the small men from getting 
anything. You will confine it to the big operators who can afford to 
have some agent go buy it for him, like Joseph and his brother went 
to Egypt to buy corn. I never bought corn like that, but I bought a 
lot of hay like that, and I am not objecting to paying him a profit 
for hauling it. What is wrong with that? Why break up our estah- 
lished distribution system ? 

Mr. Horven. I am not suggesting anything of that kind. I am just 
a little apprehensive of the way this will work out. I know there ara 
a lot of truckers in Missouri who go to Iowa to get corn. 

Mr. Sovpson. Parliamentary inquiry. Am I right that you are 
asking the Department to give us their views on it tomorrow? 

The Cuarmman. If they can. I think if they can come up tomorrow 
morning with something we can work out with our counsel that has 
been discussed with the operating people so that they cannot only 
give us the language but tell us it will work along the lines we have 
discussed. Suppose we use this as a basis for the Department to 
work on: 

That, notwithstanding the provisions of section 407 of the Agricultural Act of 
1949, as amended, or of any other law, the Commodity Credit Corporation is 
authorized until March 1, 1955, to sell any feed grain owned or controlled by 
said Corporation at the point of storage at the parity price for such feed grain 
at the beginning of the current marketing year with appropriate adjustment 
for grade, quality, and location. 

We do not say anything about the local parity price. 

Mr. mane roger. “Grade, quality, and location” would account for 
that. 

Mr. RrcHarps. That is the way you get your parity price. 
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The Cuarman. Is that what the committee has in mind? [If it is 
agreeable with the committee, why do not you gentlemen take this 
and come up tomorrow morning with any changes or improvements 
you think necessary after considering it some more, and if you could 
come up with a letter from the Department that would express ap 
proval of it, of course that would be desirable, because we will need 
something of that kind to get consent on the floor. 

Mr. Simpson. When I asked that this resolution be drawn up, Mr. 
Heimburger talked to someone in the Department of Agriculture. 
Would you mind telling us with whom you talked ? 

Mr. Hermporcer. Not a bit. I talked to Ed Schulman first and 
he referred me to Mr. Schoonover, I believe. 

Mr. Ricuarps. Mr. Coffman. 

Mr. Hermeurcer. Mr. Coffman. 

The CHatrman. We have a broader proposition than you had in 
mind. So it is going to require some further consideration and some 
changes in the language, but if that is agreeable, unless someone on 
the committee or some of you gentlemen have some other suggestion, 
suppose we leave it that way and consider it the next 24 hours and be 
here at 10 o’clock tomorrow morning. 

Mr. Simpson. If the committee meets at 10 o’clock tomorrow morn- 
ing I cannot be here as I have another meeting. 

The CHarrMan. Let us make it 10:30. The committee will adjourn 
until 10:30 tomorrow morning. 

(Thereupon, at 12:30 p. m., an adjournment was taken until Tues- 
day, August 3, 1954, at 10: 30 a. m.) 
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FEED GRAIN SALES 


TUESDAY, AUGUST 3, 1954 


Hovser or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
W whington, dD. ey. 


‘The committee met at 10:30 a. m., Hon. Clifford R. Hope (chair 
man) presiding. 

The CoatrmMan. The committee will come to order. 

Che members here who were present at the meeting yesterday will 
all remember, after an extended discussion of House Joint Resolution 
563 by Mr. Simpson, that we asked Mr. McLain and his associates 
from the Department to study the situation that we finally agreed 
existed, and come up with some suggestions this morning, either in 
the way of an amendment to what we had in mind, or something 
along the lines we discussed during the course of the meeting yes- 
terday morning. 

This morning I have a letter from the Department which I think 
perhaps I will read to the committee because it contains some sug- 
gested language that we will want to consider. I will read the letter 
to the committee so we will have an understanding of the Depart 
ment’s views on the entire situation. I have not read the letter my- 
self yet, but I assume that is what it contains. 

(The letter read is as follows :) 

Avuaust 3, 1954 
Hon. Cuirrorp R. Hope, 
Chairman, House Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN Hope: Reference is made to your request for comments 
and recommendations on House Resolution 563, a joint resolution relating to 
sales of Commodity Credit Corporation corn which directs the sale of such corn 
at parity price for corn as of the beginning of the current marketing year if at 
any time livestock producers in a county where Government corn is stored are 
unable to purchase corn through normal commercial channels at the parity 
price for corn. 

Since representatives of this Department met with the House Committee on 
Agriculture on August 2, we have reviewed the matter and would like to suggest 
for the consideration of the committee the following substitute language: 

“That notwithstanding the provisions of section 407 of the Agricultural Act 
of 1949, as amended, or of any other law, the Commodity Credit Corporation is 
authorized until March 1, 1955, to sell at the point of storage any feed grain 
owned by the Corporation at 10 percent above the current support price for the 
commodity.” 

As we understand it, it is the intent of the resolution to make corn and other 
feed grains more readily available, particularly in the present drought emer 
gency and that the present basis of pricing CCC stocks of feed grains at 105 
percent of the support level plus carrying charges results in sales prices which 
are unrealistic especially near the end of the marketing year. We believe that 
the language suggested will more readily accomplish this objective than the 
authorization for sales of feed grains at the parity price at the beginning of the 
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current marketing year. For corn there is little difference between 110 percent 
of the support price and parity because the support level for corn is at 90 percent 
of parity. However, for oats, barley, and grain sorghums, the support level is 
parity and the authorization of such sales at parity would re- 
orized sales prices for these feed grains being high in relation 
to the anthorized sales price for cor) 

It should be noted that if this resolution is enacted into law, it is not con 
templated that the Commodity Credit Corporation will apply it to any stocks of 

rn held in the noncommercial corn area, where the support price is 75 percent 


it SS percent of 
sult in the auth 


f the support leve n the commercial corn area 
It is recommended that the resolution as modified be adopted at this session 
of the Congress because it is believed that it will provide a needed measure of 
drought relief in some areas and at the same time may help to dispose of some 
of the large stocks of food grains held by the Commodity Credit Corporation. 
Because of the necessity of making an early report to the committee, we have 


not had an opportunity to check our views on this proposed resolution with the 
Bureau of the Budget 
Sincerely yours, 
J. Fart Coxe, Acting Secretary 

The Cramman. Now, Mr. MeLain, I think perhaps you should 
come forward. The members may want to ask you some questions 
as to the effect of this new language. Perhaps while your letter 
pretty well explains the difference between the new proposal and the 
provision that we discussed yesterday, you might want to elaborate 
on that a bit before the committee asks you any questions. 


STATEMENT OF MARVIN McLAIN, DIRECTOR OF THE GRAIN DIVI- 
SION, COMMODITY STABILIZATION SERVICE, ACCOMPANIED BY 
W. C. BERGER, ASSOCIATE DIRECTOR OF COMMODITY STABILI- 
ZATION SERVICE, AND PRESTON RICHARDS, DEPUTY ADMINIS- 
TRATOR, COMMODITY STABILIZATION SERVICE 


Mr. McLain. After we left here yesterday we reviewed this thing 
and we came to the realization that our other feed grains are sup- 
ported at 85 percent of parity rather  s 90 percent, and if you want 
to apply this thing uniformly probably it would be better to make 
it on the basis of 10 percent above loan r: Be rather than at parity. As 
you read there, with corn, that would make only 1 percent difference, 
and with the other feed grains it would keep them in line with the loan 
rate, that is, our ceiling price. That is the only change that would 
be made in it after thorough discussions. I think that is about all 
I have unless there are some questions. 

The CHarmman. In your — this would really result, as far 
as the sales price is concerned, in a better relations ship between the 
feed grains / 

Mr. McLain. That is right. 

Mr. Harvey. I did not quite get the last analysis that you gave. 
Will you elaborate a bit on that ¢ 

Mr. McLain. First of all, our other feed grains other than corn are 

upported a t 85 percent of parity rather than 90. The proposal was 
amihe here yesterday—and was originally made by Mr. Simpson for 
these limited areas, and under our recommendation it can be expanded 
all over—that we sell our stocks at parity price. With corn, sup- 
ported at 90 percent, if we sold it at parity the price would be moved 
up a little above 10 percent. With other grains supported at 85 
percent, it would move them up much more, and we felt that it would 
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be more realistic if we are going to price our stocks in relation to what 
the loan rate is if we applied a lO percent increase to the loan rate. 

Mr. Harvey. In other words, the 10 percent across-the-board 
formula. 

Mr. McLain. Yes. 

Mr. M« MILLAN. Does that mean that you pay LO pe rcent above the 
loan / 

Mr. McLain. That is right. 

Mr. Harvey. That would put corn at about $1.75 in your area, Mr. 
Simpson. 

Mr. Simpson. I think so, but that is something I want to find out. 

Mr. Mi LAIN. We were trying to draft the original proposal here 
so that it would be workable. If it is the desire of the committee 
to bring the thing down further, that involves some basic policy. 
We cid not consider moving it down further. We tried to draft our 
recommendation in line with what the original proposal was. 

Mr. Simpson. If it would be necessary to bring the price down fur- 
ther for the simple reason that an absolute drought area is declared, 
or asked for by a governor and accepted by the Secretary of Agri- 
culture, or the President, they can set any price they see fit. 

Mr. McLain. Of course another program was announced last night 
to take care of the areas that are called disaster areas. There will 
be a subsidization of our stocks in those areas to the eligible people. 

Mr. Stmpson. In a disaster area, what price do you figure ? 

Mr. McLatn. The subsidy will be 60 cents per hundredweight of 
all of these feed erains, which with corn is equiv alent to about 33 cents 
a bushel. 

Mr. Horven. This Illinois territory is not as yet in a disaster 
area. 

Mr. McLain. That is correct. 

Mr. Horven. So the corn would be sold at 10 percent above the 
loan figure ? 

Mr. McLary. That is right. 

Mr. Horven. Assuming that the disaster area is not declared, do 
you think that corn will move at that price ¢ 

Mr. McLarty. I was taking what Me. Simpson had indicated here. 
He is the representative of that area and he indicated that he thought 
it would, and that is what we were basing our recommendation 
on. 

Mr. Harvey. Here is something that oceurs to me and about which 
I am wondering: From an administrative standpoint, when you au- 
thorize the Commodity Credit Corporation to sell stocks at that price, 
do you think that the duly authorized agents can see that this is 
operated in such a way that it gets to the people who really need 
it and does not become a kind of windfall operation for a bunch of 
hustling truckers / 

Mr. McLarty. I think so. In the first place, in Illinois, for in- 
stance, we have large stocks of grain in our bins. The county com- 
mittees are authorized to sel] our stocks, or would be under this plan, 
at this price. 

Mr. Horven. How does this price, the loan price plus 10 percent, 
compare with the market price at the present time ? 


Mr. McLarn. It is above it, Mr. Hoeven. 
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Mr. Hoeven. Right today ? 
Mr. McLarty. Oh, yes. 
Your Chicago cash market for No. 2 corn is around $1.63. 
Mr. Simpson. If there is commercial corn available at a lower 
price than the support price plus 10 percent, they will buy the market 
corn. 
Mr. McLary. That is right 
Mr. Simpson. If you can tell me, what would you say is the average 
support price on corn in Illinois for 1953 2 
Mr. McLarn. If you will pick out a county, I have the rates here. 
Mr. Sruvrson. Pike. 
Mr. McLarw. $1.62 
Mr. Simpson. Dida farmer get $1.62 last year for it 7 
Mr. McLain. Yes. , 
Mr. Stmrson. That w as the actual cash that he received ? 
Mr. McLain. Thatisright. There wasa 1-cent sealing fee. 
Mr. Simpson. Then that would be $1.61. i 
Mr. McLain. Yes. 
Mr. Simpson. And 10 percent above that would be 16 cents, or the 
total would be around $1.77 2 
Mr. MeLarn. Yes. 
Mr. Stmprson. The PMA committee out there told me they would 
ay parity prices for the corn. Now, if you can tell me, what does 
iat corn stand the Federal Government per bushel ? 
Mr. McLain. Well, the 1953 corn, plus the interest for the whole 
year, about 4 or 5 cents. 
Mr. Simpson. Would the Government break even approximately 
with this corn on that price ? 
Mr. McCrarn. With the 1953 corn, yes. 
Mr. Simrson. When you consider the 1949 corn that deteriorated, 
this would be a good sale to the Government at that price / 
Mr. McLatrn. Yes. 
Mr. Simpson. You are going to have an 800 million or 900 million 
bushel carryover at October 1? 
Mr. McLain. That is right. 
Mr. Srapson. So the Government would practically break even or ' 
lose very little on this operation ¢ 
Mr. McLain. That is right, on 1953 corn. 
Mr. Stwrson. How about the other grains that you mentioned? 
What would they lose on that ? 
Mr. McLarn. We felt this ought to be applied to all feed grains. 
Mr. Simpson. I understand, but when you say that barley was sup- 
ported at 75 percent and you would sell that at the support price plus 
10 percent, what would be the break-even or loss on that ¢ 
Mr. McLain. The relationship would be the same if we moved it 
out under this pricing. 
Mr. Simpson. This program, if passed, should get rid of some Gov- ; 
ernment surpluses and let the Government break even, or lose very 
little ? 
Mr. McLarty. That is right, if you are considering 1953 stocks. 
(Mr. Harvey. May I ask how much feed-grain stock do you have 
nationally—nationwide—under loan—oats, and so forth? Do you 
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Mr. McLain. With corn we are just in the process of taking over. 
August 1 was the takeover time for 1953 corn. 

Mr. Harvey. I am talking about feed-grain stock other than corn. 

Mr. McLarn. I do not have those figures right at my) fingertips. 
Very limited amounts of oats and barley and these other items. The 
principal items would be corn and grain sorghums. 

Mr. Brercer. About 18 million bushels of sorghum grains. 

Mr. Harvey. Wouid your sum total of oats and other feed grains 
be less than that, in your opinion 4 

Mr. Berger. Oh, yes. 

Mr. Harvey. In other words, the amount of feed grains that are 
actually under support in proportion to the total volume of corn Is 
negligible ? 

Mr. Bercer. That is right. 

Mr. Srvpeson. About the time this broke in Illinois, and it broke 
very hurriedly, I called the Department of Agriculture. I do not 
remember the name of the gentleman to whom I talked, but I had 
Inquiries relative to resealing 1953 corn, and the information was that 
they could reseal the corn if the corn was on their farm but could 
not if it was stored in a public elevator, and provided it was not in 
the angumois moth area. 

Mr. McLain. That is right. 

Mr. Simpson. I sent that out to all farm advisers and the PMA 
committeemen, and 2 or 3 days ago I talked to the department and 
they said there was no such thing as an extension. I am told they 
are sending out instructions to the same committees to be transmitted 
to the county committees, and that there is such a thing as an extension. 
It is in the original contract when a corn loan is due August 1, the 
Government has 60 days to take the corn and the farmer has 60 days 
to deliver it, so they have sent out the instructions to the State PMA 
committees that there is actually an automatic extension in the con- 
tract. Isthat right? 

Mr. McLain. That is correct. 

Mr. Simpson. Have those instructions gone out to the State 
committees / 

Mr. McLain. They have. 

Mr. Simpson. If they have not, lam an awful har. 

Mr. McLain. They have gone out, so you are all right. 

Mr. Poacr. This grain sorghum that you have described is prac- 
tically all in the Southwest ? 

Mr. McLain. That is right. 

Mr. Poace. Where is it stored ? In terminal elevators? 

Mr. McLain. We have it stored in a lot of places. We have moved 
it to some places that we would normally store it. It is stored in 
subterminals as well as terminals. 

Mr. Poacs. Of course, it is selling at less than the support price 
now ¢ 

Mr. McLarn. Yes. 

Mr. Poace. But if dry weather continues, it is likely to sell above 
the support price, is it not? — ‘ 

Mr. McLarty. Well, that is the probability. It has been strength- 
ening since the beginning of the harvest. 

Mr. Poacer. If this drought continues, in all probability the feeders 
in the Southwest will want to buy some of that grain sorghum at 10 
percent above parity. 
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Mr. McLain. Ten percent above the loan rate. 

Mr. Poacr. Above the support price, I should have said. And 
would be available under this bill in that area ¢ 

Mr. McLary. That is right. 

Mr. Poacr. That is the only case it would be available in that area? 

Mr. McLain. Of our stock. 

Mr. Poacr. You have no corn stored anywhere in the South or 
Southwest, have you? 

Mr. McLarn. No. 

Mr. Poacr. So if anyone in the South or Southwest were to get any 
advantage from this bill, without paying most of it in transportation 
fees, it would have to be through the purchase of grain sorghums; 
would it not? 

Mr. McLarty. That is correct. Of course, if you put this in effect 
with corn, at Kansas City, for instance, it would have a tendenc y to 
hold down the price of corn probably if conditions kee *p on like they 
are. 

Mr. Poacer. Yes, but it would cost you considerable to move that 
corn. , 

Mr. McLarty. Oh, yes. 

Mr. Poacr. So we might better buy grain sorghum than buy corn. 

Mr. Simpst cs I have one more question. In this morning’s paper, 
in an article by Mr. Graves, it is stated that the Maryland-Virginia 
area 1s in very Sel circumstances relative to pasture and hay and 
erain. Would this bill help them in any way’ What do you have in 
this area that they could buy for their dairy herds if this bill passes? 

Mr. McLary. Of course. we have grain stored, corn, as far east as 
Ohio. ae ally what you are doing here, as I see it, is putting a ceiling 
above which these prices will not go if this drought keeps on, because 
if we feed our stocks in, that is going to prevent prices from going on 
up. 

Mr. Stmpson. Are there any feed grains in this area that would 
help Virginia and Maryland ? 

Mr. McLarn. I do not believe there are any oat stocks here now. 

Mr. Ricuarps. No; very little. 

Mr. McMirtay. Is there any grain in the vicinity of North Caro- 
lina ? 

Mr. McLarn. Of course, we took over substantial quantities of 
— in this area and sold them back not over 30 to 60 days ago. Be- 

‘ause of the shortage of storage we made available substantial quanti- 
ties of oats, especially in that area, and at the market price. 

Mr. McMiutzan. But that is alre: ady sold out ? 

Mr. McLarn. Yes. 

Mr. McIntire. Do you not have some oats stored in the Portland 
Terminal, Portland, Maine? 

Mr. Ricuarps. We have sold them. 

Mr. McMriuuan. I knew that there used to be some. 

Mr. Harrison. I am wondering whether or not House Joint Reso- 
lution 563 would affect the farmers who have their corn sealed on their 
own farm and decide that they want to buy their own corn back. 
Does the farmer then merely pay the interest on his loan? 

Mr. McLain. All he does is pay the loan off and the interest. In- 
cidentally, Mr. Simpson, my guess is that once this is inaugurated you 
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will find a lot of people right in your district that had corn under loan 
are sitting back waiting for $2 a bushel for it, and will decide to sell it. 

Mr. Srupson. Plus the fact they are waiting to see how much corn 
they will have in 1954. 

Mr. McLary. That is right. 

Mr. Harrison. Assuming that this woes into effect, if a man decides 
to reseal corn on his own farm, that would increase the price 15 cents 
a bushel. What would be the buying price if he wanted to buy it 
back ? 

Mr. McLain. If he resealed, we allow him 15 cents if he keeps it 
a full year. If he buys it back at the end of the year, we allow him 
the 15 cents even if he redeems it. If he buys it back during the year, 
we prorate the 15 cents according to the months he has kept it. 

Mr. Harrison. He could buy it at 10 percent above the support 
price ¢ 

Mr. McLain. No. When that corn is resealed on his farm it is his 
own corn. That is not the corn we are talking about. We are talk- 
ing about corn in our stocks. 

Mr. Harrison. The Commodity Credit Corporation corn ? 

Mr. McLain. That is right. 

Mr. Horven. I would like to ask Mr. McLain a question not related 
to the instant resolution. 

Do you feel that we are making, or that we have, adequate storage 
facilities for the 1954 corn crop ¢ 

Mr. McLain. We are doing everything within our power to see to it 
that it is being done. Just 2 weeks ago we went out with another 
announcement for bids for $50 million of bins if we need them, depend- 
ing upon the weather in Minnesota and northern Illinois. If we need 
them, we are going to buy them. If we do not need them, we are not 
going to buy them. 

Mr. Horven. You have every reason to believe that we will not be 
confronted with a storage problem ¢ 

Mr. McLain. That is right. 

Mr. Harrison. What would be the increase in price generally over 
the support price by this House Joint Resolution 563—just the 
interest ¢ 

Mr. McLain. It would be 10 percent of the support price, Mr. 
Harrison, and, as was pointed out here by Mr. Simpson, in a county 
in Illinois it would amount to 16 or 17 cents over what the support 

rice had been. 

Mr. Harrison. That would not change the situation very much from 
what it is now @ 

Mr. McLatin. It would change it to the tune of about 15 to 18 cents 
right now in this same county. It would make it that much cheaper. 

Mr. Hoeven. Are there any other questions 4 

If not, we thank you and your associates for coming up here this 
morning. 

I think the chairman desires that the committee now go into execu- 
tive session. 

(Whereupon, at 11 a. m., the committee went into executive session. ) 





